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Vl PREFACE 

economic aspects of agriculture and their interrelationships students may 
gam some basic understanding of the scope of our agriculture and the 
significance of its economic problems. 

The field is dynamic; economic forces continue to operate and new 
data appear. The record as given must obviously stop somewhat short of 
the date ot publication. Moreover, some aspects of the field have distinct 
applications by regions or states. The use of supplementary materials, 
therefore, will be of value to “carry on” in point of time and to furnish 
these more localized applications. In several chapters exercises are sug¬ 
gested by which students may become acquainted with specific problems 
ot the area through the application of local data. 

The author expresses his appreciation to all those who have given help 
directly or indirectly with the present work. Abundant use has been made 
of published materials from many sources; an effort has been made to give 
full credit to these sources. Credit is due also to the score of graduate 
assistants, each of whom has contributed to the content of the course. 
Specific acknowledgment and appreciation arc extended to my colleagues 
in the Department of Agricultural Economics, University of Illinois, who 
have read parts of the manuscript and have made valuable suggestions for 
its improvement. These include Professors C. L. Folse, G. L. Jordan, L. J. 

. <>i ton, F. J. Reiss, and \V. N. Thompson, and Doctor E. L. Sauer, Project 
Supervisor, U.S. Soil Conservation Service. Finally, much credit is due 
to the author’s wife for her untiring encouragement and help. 

Robert C. Ross 
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Chapter 1. INTRODUCTION 


country has applied as much wealth and “technical 
know-how” to the development and improvement of its agriculture as has 
the Lnited States. \ct at the middle of the twentieth century our agri¬ 
culture stands at the crossroads, uncertain w hich wav to turn. Important 
decisions lie ahead; how they are decided will have’far-reaching results. 
I hey involve how well we will use our agricultural resources, how pros¬ 
perous farmers w ill l,e in the years ahead, how adequate will he the diets 
of all our people, and how much agriculture is to contribute to the wel¬ 
fare of the country. 

On the production side remarkable results have been attained. The ap¬ 
plication of scientific methods by the agricultural experiment stations and 
private agencies has provided many ways by which farm production has 
been increased in volume and reduced in cost. This information has been 
taught to increasing numbers of students in our agricultural colleges and 
m the high schools and, through the extension service, to more and more 
farmers on their farms. While the progress has been cumulative over a 
long period of years, it has been outstanding during World War II and 

m?:: s ,'rT nrs uhcn T ndcd " ,arkcts n,,d ^ <•* P . : <>d- 

uct * «crc effect,vc stimulants to maximum production. These influences 
combined to push farm production and farm income beyond anything 
piously attamed. The period of the forties was indeed a golden age fo? 

This bright picture which called forth such heroic efforts during the 
war years has begun to fade. The combined high production has placed a 
heavy and wasteful dram upon our resources of soil fertility. Costs „ farm 
operation have mounted rapidly and remain a, high levels Alcan vl , 
prices of farm products which as a group had maintained a nneir' , ’ 

parity for nearly a decade declined below that level late in 1949 That Shey 

bp yt „. Exports, supported b, our huge^Std I^JS 
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countries, have also moved large quantities of farm products from our 
shores. 

Surpluses, the specter of prewar days, have appeared in even greater 
quantities and include a much greater range of products than ever before. 
Because the government is obliged under present laws to buy many farm 
products to maintain prices, government stocks in early 1950 included 
several hundred million bushels of com and wheat, millions of bales of 
cotton, and millions of pounds of butter, cheese, dried eggs, and dried 
fruits. In addition farmers had huge amounts of grain under government 
nonrecourse loans under which the products can be surrendered to liqui¬ 
date the loans. The problem of surplus potatoes has received greater pub¬ 
licity than other products because they cannot be stored for long periods. 

How to dispose of these accumulations and at the same time to maintain 
an orderly market for current production at an acceptable price is the 
prize problem. Lower prices obviously mean reduced income to farmers, 
and many farmers fear the “squeeze” between lower prices for their 
products and the high costs of operating their farms. Farmers arc un¬ 
willing to accept a position which lowers their level of living relative to 
that of other groups. The drastic adjustments following 1920 and 1929 
are still remembered. 

Basically, except for the unusual requirements of war conditions, we 
have too much production for the effective demand. Many kinds of 
measures have been proposed for this dilemma, and a number of measures 
have been tried. A program to be satisfactory must be acceptable to 
farmers and to consumers, yet should not place an undue burden upon 
the public by adding to its tax load. These points of view arc contradic¬ 
tory, for all governmental programs that offer substantial aid to farmers 
also call for large amounts of public funds. High support prices also mean 
higher prices for food or higher taxes than consumers would otherwise 
pay. Moreover, an increasingly larger proportion of the consuming 
population is engaged in nonfarming occupations. 

By the end of 1950, the picture had again changed. The participation of 
the United States in the United Nations’ effort in Korea, and the threat of 
international conflict on a wider scale, had precipitated a partial remobi¬ 
lization within the United States with attendant shifts in the program of 
agricultural and industrial production. These defense efforts raise the pos¬ 
sibilities of severe inflationary effects and governmental controls; in short, 
they again place the country under a war economy, at least on a limited 
scaie. Such rapid changes, regardless of their direction, create strains in 
agriculture and render more difficult the adjustment between the supplies 
of farm products and the demand for them. 

This whole complex situation is popularly spoken of as “the agricultural 
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problem.” Obviously it is more than a single problem; for the position of 
agriculture is of increasing importance because of the interdependence of 
all parts of our economy as is illustrated in the following paragraphs. 

As a producer of food and other raw materials the farmer occupies a 
strategic role. Because he does not punch a time clock or have his activi¬ 
ties directed by others, he has often been described as independent. But is 
he independent? He is, of course, dependent upon natural forces which he 
cannot control; the amount and distribution of rainfall, sunshine, and 
temperature may enhance or limit his production. Mis production also 
has biological limits. Once it is under way little can he done to adjust it to 
changes in price or market conditions. Production cannot be doubled or 
trebled by putting on more shifts, nor can production lines he closed 
down to meet new situations. Only partial controls have been devised for 
insects and diseases which attack his products. Commercial farming has 
also developed many aspects of economic dependency. 

I he power units and machinery so necessary to present-day methods, 
the motor fuels to operate them, the mineral fertilizers that are applied, 
the chemicals for insect control arc all products of industry. The trans¬ 
portation of farm products to market, the conversion of them into the 
forms desired by consumers, the storing of them until they arc wanted 
arc all performed largely by nonfarm groups. Only a small part of the 
market, which reflects the ability of people to buy these products arises 
as a result of the farmers’ efforts. Thus farmers, the related industrial 
groups, and consumers do not exist as separate and independent groups 
but each is dependent upon the others. b ' 

The depression of the thirties gave a new emphasis to the terms 
"equality” ••stability.” and -security” and applied them to agriculture™ 
well as to other groups. Moreover, the attainment of these ideals was 
sought largely through broader governmental activity. As a result a C ri- 

ZftZSZZ F " dtn ’ ” *"• 

The so-called “agricultural problem” then breaks down into various 
problems as ,t >s viewedby different groups. To farmers it is primarily a 
question of prices received for their products, and the nrices mi I V 
things bought, for these directly affect their „„ 

It affects the cost of food and other items of living costs; to Industrie c 
latcd to agriculture, it affects the volume of farm products to be handled 
and the market for their industrial products- to workers in rl„. - . d ed 
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From a practical standpoint we are face to face with some solution of 
this whole problem. The experience of the past thirty years in trying to 
apply satisfactory measures by means of legislation indicates how complex 
a problem w C face. Small wonder that the question is confused in the 
thinking of so many people. For a beginning study the whole of this prob- 

"V s t0 ° amb,tl0us a g° al i r «her we must begin with the basic elements 
of the situation. 


It is necessary first to restrict our approach to those phases which apply 
directly to farmers and only incidentally to other groups. The farmers’ 
interests however, are very broad for they encompass the whole of agri- 
culture For purposes of studying agriculture at closer range, it has been 
divided into a number of specialized parts or departments. Thus the prob¬ 
lems of production have become highly specialized under the headings of 
soils, field crops, horticultural crops, meat animals, and dairy production. 
I "esc developments have in turn called for extensive work in closely 
related fields such as agricultural engineering, veterinary science, and 
entomology. The economic phases, which arc concerned with how 
farmers make a living, arc of course dependent upon the production de¬ 
partments but apply particularly to the financial aspects of agriculture. 


The Role of Agricultural Economics 


gncultural economics may be approached from two broad aspects: 
the first involves the general economic relationships of agriculture to other 
groups; the second applies to the management and operation of individual 
tarn, units. These two aspects have a considerable area of common ground, 
and both have a social bearing which relates to the welfare of farm people. 

n the short span since World War II the economic problems of agri¬ 
culture are again coming to the front. Basically they cannot be listed as 
new problems but rather as new expressions of old problems whose roots 
extend far back into our history. Quick and easy solutions, therefore, are 
not to be expected. 

The abnormal conditions of the past mo decades greatly affect the 
background of students entering the college level of training. Most were 
“' ng the de prcssion period of the thirties, but the period during 
which they have observed and gained their experience with agriculture 
as cen almost wholly during the prosperous era of the war and postwar 
years. onger perspective is needed to understand the effects of periods 
o a versity. Further, it is natural that the earlier interests of farm youths 
turn to the more objective processes of production. The economic'phases 
relating to management and particularly to relationships of the farm to 
outside agencies develop somewhat later. 
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efforts are applied to the marketing of farm products, the purchase of farm 
supplies, and to many educational and service activities. 

While most of our farm production is used within this country, the part 
which goes into foreign trade has a significant effect upon farm prices. We 
are dependent also upon foreign sources for many agricultural products. 
The kinds and amounts of farm products which move in our foreign trade 
ns exports or imports and the limitations upon that trade exert much in¬ 
fluence both upon farmers’ welfare and the national diet. 

Under our commercialized production considerable amounts of capital 
are required for farm operation and still more for farm ownership. Be¬ 
cause of limited capital many farmers must rely on credit. The use of 
financial resources, the sources of credit for various uses, its cost, and its 
intelligent use are of individual and national concern. 

Expansion in governmental activities. Federal, state, and local, calls for 
increasing support through taxation. The burden of these taxes, the many 
forms in which farmers contribute to them, and the services provided by 
government arc not generally understood. During recent years many new 
demands have been made upon government, most units of which have 
developed expensive spending habits. 

Only recently has public attention been aroused to the wasteful exploita¬ 
tion of agricultural resources which has long prevailed. Gradually a con¬ 
structive pattern of land use and soil conservation is being developed. 
Intelligent use and conservation of these resources is desirable for current 
production and is necessary if future production is to be guaranteed. 

American agriculture is made up of a large number of individual units, 
which differ greatly in their resources. Farm management applies pri¬ 
marily to these individual units. It consists of so organizing the available 
resources and so conducting the operations both within and outside the 
farm as to secure the greatest net income consistent with proper conserva¬ 
tion of the farm's resources. In pursuing these objectives management 
makes use of records which not only measure the results on the individual 
farm, but also afford a means of comparison with other farms operated 
under like conditions. 

Farm life has a human as well as an economic aspect. This human 
aspect is concerned with the level of living and pertains both to the farm 
family and its comfort and to the development of the community through 
adequate schools, churches, and other activities and services. 

Finally agriculture does not operate alone but is an integral part of a 
complex economic structure. Its relationships and interdependence with 
many other groups and with government are a necessary part of the pic¬ 
ture. There are in this picture many contradictions and many unsolved 
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problems. The solutions which will serve agriculture in the long run will 
be those which also best serve the national interest. 

With so wide a range of specialized material it is obvious that the treat¬ 
ment of each part must be severely limited. The aim is to introduce the 
student to the important phases of agricultural economics rather than to 
explore all the problems which currently call for solution. These problems 
can be attacked more intelligently after a groundwork has been laid and a 
broad perspective of the problems has been developed. 



Chapter 2. THE PERIOD OF SETTLEMENT 
AND TRANSFORMATION, 
1776 TO 1860 


During the long colonial period the American settlers had made the 
transition from European methods of agriculture to the rugged life of 
the wilderness. This period served as a testing ground for a wide variety 
of crops-some borrowed fom the Indians and others introduced from 
Europe Livestock was introduced to provide for the settlers’ needs. Their 
1 1 task "; as t0 carve fa rms out of the wilderness and to maintain them¬ 
selves in the meantime (Fig. 1 ). During the colonial period the founda¬ 
tions were laid for later development, although little progress was made 
toward agricultural improvement. 

The area of settlement paralleled the coast and extended inland for an 
average of 255 miles. 1 Oxen and horses were the sources of farm power, 
U ' c ' ruiae wooden P lows . harrows, and wagons were the only tools on 
which the power could be used. Hand tools predominated-the scythe, 
sickle, hoe, flail, and ax. The struggle to clear enough land for food pro- 
uction an to construct shelter, and often to provide protection against 
hostile Indians, absorbed much of the settlers’ energy. Transportation was 
largely by water or by trails. V 

Under these conditions farming in the North developed on a self-suffi- 
. n >aS ' S ’ 'H 'J'b'ch nearly all the food, clothing, tools, and furniture were 
mcma e. e livestock, which had originally been imported from 
Lurope had deteriorated under the rigors of frontier conditions. In the 
slaves furnished much of the labor supply, and farming developed 
on the plantation style with tobacco, rice, indigo, and sugar cane as the 
principa crops. Tobacco was not only the chief cash crop, but also the 
Revolutionf riCU * tUra * CX ^° n ‘ ^ otton was °f little importance before the 

The war period stimulated rather than injured agriculture. Relatively 
MnXIZ 3rCa W3S d J evastated - Tobacco an d rice were still exported by 
* a r>u rUnners ’ and P r °fi ta ble markets for food products developed in 
A Chronology of American Agriculture, 1790-1940. 
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areas adjacent to army camps. Neither the war period nor that under the 
Articles of Confederation wrought marked changes in agriculture, al¬ 
though they shaped the first steps in the land policy that was to follow. 
By 1790 the new government had been established with a total population 
of 3,929,214. Of those gainfully employed, more than 90 per cent were 
engaged in agricultural pursuits. 

From this point the development can best be traced through a number 
of lines described separately. From its influence on the future of agricul¬ 
ture certainly the most important phase of development was the acquisi¬ 
tion and disposition of land. Meriting attention, also, because of their 
economic effects upon agriculture were the developments in farm ma¬ 
chinery, transportation, crop and livestock production, the growth of 
population and markets both domestic and foreign, and the beginnings of 
education and organization. 

The Acquisition of Land 

Cession by States, 1781 to 1802. The United States government, at 
the close of the Revolution, was in possession of the territory lying cast 
of the Mississippi River, south of the Great Lakes, and north of the present 
northern boundary of Florida. This area contained 888,811 square miles, 
or slightly less than 30 per cent of the present area of continental United 
States. I he area lying west of the original 13 states, excluding Kentucky 
and Icnnessee, was claimed by seven of the original states on the basis of 
their colonial charters. The other six, without western lands, insisted that 
this area was common property. Accordingly these “western lands” were 
ceded to the Federal government between 1781 and 1802 and, except for 
minor areas subject to private claims, became part of the public domain. 

Roughly half of this entire area came under the control of the Federal 
government. 

The public domain includes lands owned by the Federal government 
and subject to sale or transfer of ownership under Federal law. It excludes 
lands rightfully claimed by private interests on the basis of occupancy or 
gi ants by other governments before the territory came into the possession 
of the United States. 

Louisiana Purchase, 1803. The transfer of Louisiana from Spain to 
France in 1800 raised apprehension in the United States lest the Mississippi 
River be closed as an outlet to the sea and thus restrict the area between the 
Appalachian Mountains and the Mississippi River. Representatives were 
sent to Paris to purchase the Island of Orleans in order to secure control of 
the mouth of the Mississippi. Upon Napoleon’s willingness to sell all of the 
province, but not a part of it, they negotiated, without specific authority, 
to purchase the entire province. ' 
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This purchase in 1803, for 15 million dollars, added a territory of 
827,192 square miles. It extended from the Mississippi River to the Rocky 
Mountains and from Canada to the Gulf of Mexico (Fig. 2). This purchase 
nearly doubled the area of the United States. 

Purchase of Florida, 1819. Florida, long held by England, was ceded 
back to Spain in 1783. Border disputes occurred regarding West Florida, 
and an Indian war resulted in an invasion of Florida by United States 
troops in 1818 and led to its purchase in 1819 for 5 million dollars. This 
purchase added 72,003 square miles to the area of the United States. 



r, Hf ^ 
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Fig. 2. Between 1790 and 1853 accessions increased the territory of the 
original 13 states more than three times and fixed the present boundaries of 
the continental area. 


Texas Annexation and Purchase, 1845. Heavy migration from the 
United States to the Mexican territory of Texas led to unsuccessful at¬ 
tempts in 1827 and 1829 to purchase Texas. Shortly afterward further 
heavy migration was stimulated by the Mexican offer of land grants at 
12 VJ cents an acre. These immigrants soon quarreled with the native 
inhabitants, rebelled, and in 1836 declared Texas a free and independent 
state. Requests of Texas for annexation to the United States were held up 
until 1845. 

The Republic of Texas included 390,144 square miles, about two-thirds 
of which was in the present state of Texas. All lands in this latter area 
remained under control of that state, but the unoccupied and unappro- 
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printed lands outside the present boundaries of that state, and comprising 
roughly one-fourth of the total area, became part of the public domain. 

Oregon Territory, 1846. By previous treaties, Oregon territory had 
been defined as lying between the Rocky Mountains and the Pacific 
Ocean, and from 42° north latitude to 54°40 / . Both the United States and 
Great Britain held claims of long standing to this area. A compromise 
treaty in 1846 divided the area, giving the United States that part south 
of 49°. This treaty added 285,580 square miles to the national area, nearly 
all of which became part of the public domain. 

Mexican Cession, 1848. The annexation of Texas was resented by 
Mexico, and a subsequent dispute over the boundary line between Mexico 
and 1 exas furnished the excuse for the unpopular Mexican War. By the 
peace treaty in 1848 the United States paid 15 million dollars to Mexico 
and received in return the disputed boundary area, California, and the 
Mexican territory between Texas and California. This action added 529,- 
017 square miles to the United States, most of which was included in the 
public domain. 

Gadsden Purchase, 1853. By treaty in 1853, the United States pur¬ 
chased from Mexico a strip designated as the Gadsden Purchase which is 
now the southern part of New Mexico and Arizona. This purchase was 
made to secure a more regular boundary line and added 29,640 square 
miles, practically all of which became part of the public domain. This 
purchase completed the present area of continental United States. 

Thus within 63 years the territory included in the United States at the 
close of the Revolutionary War had been multiplied more than three and 
one-third times. The territorial expansion is summarized in the accompany¬ 
ing table. 2 


Area 

Year 

Square miles 

Territory in 1790. 


888,811 

Louisiana Purchase... 

1803 

827,192 

Purchase of Florida . 

1819 

72,003 

Texas. 

IgA? 

190 144 

Oregon. 

1 0*f J 

1846 

285,580 

Mexican Cession. 

1848 

529,017 

Gadsden Purchase.... 

18S3 

29,640 

Continental United States... 

.... 

3,022,387 


The acquisition of this vast area was dominated much more by political 
than by economic considerations. Of the total area more than two-thirds 
became part of the public domain. The disposition of a large part of this 
1 Statistical Abstract of the United States, 1947, p. 3. 
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land was to furnish a major economic influence in the development of 
American agriculture throughout the nineteenth century. 

Disposition of the Public Domain 

Following the Revolutionary War, the problem of administering the 
western lands fell to the new government. B. H. Hibbard points out seven 
reasons why early action on this matter was urgent. 3 

1 . Public lands would enable Congress to make good its promise of 
land to soldiers who served in the Revolution. 

2. They would provide a source of revenue to pay the national debt. 
Congress at that time had no taxing power. 

3. Encouragement of settlement in the Northwest would provide 
added protection against Indian attacks. 

4. Westward settlement would strengthen the political and commercial 
relations of the Eastern states with the settlements in Kentucky and 
Tennessee. 

5. Some form of government must be established for the new territory. 

6. Disposal of land for the public benefit on a vast scale was a problem. 

7. Immigration was pushing to the west and lands would be settled 
illegally unless a legal basis was developed. 

Two theories of land disposal prevailed: as a source of revenue, and as 
a means of encouraging settlement. In the beginning the first predomi¬ 
nated, but it gradually gave way to the second. 

Land Sales. The Congress under the Articles of Confederation took 
the first steps in land distribution. The Ordinance of 1785 provided for 
the rectangular survey of land into ranges, townships, and sections and 
stipulated that the land must be surveyed before it was offered for sale. 
Aside from very limited sales to individuals. Congress made two sales to 
companies of speculators who subdivided the land and sold it to settlers. 
The Ohio Company in 1787 obtained more than 800,000 acres in what 
later became southeastern Ohio, and the Symmes Company, a year later, 
248,000 acres in southwestern Ohio. From a financial standpoint these 
sales in large lots proved unsatisfactory to the government, the companies, 
and the settlers. 

Following the ratification of the Constitution Congress wrestled with 
the problem of land sales for more than half a century. The resulting plans 
were developed largely on a basis of trial and error. Sales were to be to 
individuals through a Public Land Office established in 1800. The prob¬ 
lems involved the size of tract, the price per acre, and the method of pay¬ 
ment. The changes made arc indicative of the difficulties encountered. 

‘ Benjamin Horace Hibbard, A History of the Public Land Policies, pp. 32- 
34. 
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The Act of 1796 provided for sale in 640-acre tracts at $2 per acre, one- 
half cash and the remainder payable in one year. In 1800, the size of tract 
was reduced to 320 acres, and the terms to one-fourth cash and the re¬ 
mainder in three annual payments. In 1804, the size of tract was reduced 
to 160 acres. By 1820 total sales under the credit system amounted to 
more than 19 million acres, annual sales exceeding 1 million acres from 
1814 through 1819. Collections had not kept pace, however, and one-third 
of the total area sold reverted to the government. 

The failure of the credit system led to new provisions in 1820 which 
further reduced the size of tract to 80 acres and reduced the price to $1.25 
an acre, payable in cash. After 1832, a tract of 40 acres could be purchased. 
Cash sales, 1820 through 1841, totaled 74 million acres, 32 million of which 
occurred in 1835 and 1836. The panic of 1837 reduced sales greatly. 

Preemption Act, 1841. The survey had not kept pace with the west¬ 
ward movement of settlers, and hence many settled illegally on unsur- 
veyed land. Difficulties arose when these lands were surveyed and placed 
on sale, and Congress was petitioned for relief from loss of land and im¬ 
provements. After repeated actions of this kind. Congress in 1841 legalized 
the illegal entry which it could not prevent. The Preemption Act gave to 
such settlers or squatters the first right to buy the land occupied when it 
was placed on sale. How much land was acquired in this way is unknown, 
as the records lumped all sales together. This act definitely gave prefer¬ 
ence to the actual settler rather than to the speculator. From 1841 through 
1862, 69 million acres were sold. 

Graduation Act, 1854. Under a uniform land price it was natural that 
islands of less desirable land would remain unsold. Under the Graduation 
Act of 1854, 77 million acres were offered for sale on the basis of $1 per 
acre if the land had been on the market for 10 years, and graduated down 
to 12% cents an acre if unsold for 30 years. These lands were located 
in 12 states, eight of which were east and four were west of the Mississippi 
River. More than half were in Alabama, Missouri, and Arkansas. Of this 
total acreage about one-third was sold to actual or prospective settlers. 

By 1860 the financial objective in the sale of lands had given way to 
that of settlement. The acquisition of land had become progressively 
easier. A total of more than 156 million acres, or roughly 245,000 square 
miles, of the public domain had passed into private hands. While this was 
less than one-eighth of the entire public domain, it was located largely in 
the rich central area which was destined to become highly important 
in agricultural production. Meantime the number of states had risen to 
33, and the West was increasingly represented in legislative matters. Thus 
was laid the foundation for the next great step in distribution of the public 
domain when land could be had without price. 

Other Land Disposition—Bounties and Grants. The public domain 
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passed into private hands not only by direct sale, but also by military 
bounties and by grants, the latter including those of a general character 
and specific grants for internal improvements. 

Military bounties were granted first as an inducement to soldiers to 
enlist and later as a reward for service. As time went on grants became 
more liberal, until by 1856 a bounty of 160 acres was available to any 
soldier of the Revolution or subsequent wars including the Mexican War. 
These warrants were made assignable, and a large part quickly passed 
into the hands of speculators. Hibbard cites a total of 68 million acres as 
disposed of through military bounties, most of w hich antedated the pas¬ 
sage of the Homestead Act.* 

During the period under review Congress made extensive grants of 
public land to the states. In 1841, an act provided 500,000 acres each to 
19 states, the proceeds of which w ere to he used for education, internal 
improvements, and colonization. In addition, specific grants were made 
for building wagon roads in Ohio and Indiana; canals in Ohio, Indiana, 
Illinois, Michigan, and Wisconsin; river improvement in Alabama, Wis¬ 
consin, and Iowa; and the beginnings of railway development in several 
states. Swamplands, useless for settlement, were granted to the states for 
development. Extensive areas were granted for educational purposes. 

These grants were significant inasmuch as they were made chiefly to 
provide access to markets in a rapidly developing country and because 
the lands granted soon passed into private hands and thus swelled the 
area coming into agricultural production. Because of loose administration, 
fraud was prevalent and the opportunity was given for speculation. 

Farm Machinery 

Between 1800 and 1860 a veritable revolution took place in farm ma¬ 
chinery. Even as late as 1830 much land was plowed with a wooden plow 
and prepared for planting with a wooden harrow. Corn was planted and 
cultivated with a hoc; small grains were broadcast by hand and harrowed 
in; hay was cut with a scythe and raked by hand; small grains were cut 
with a cradle and threshed either with a flail or by treading out with horses 
or cattle. The period of invention and experimentation got under way 
mainly in the decade of the thirties, w hile the general application of many 
machines occurred between 1850 and 1860. 

The granting of 124 patents for plow's between 1800 and 1830 indi¬ 
cates the efforts to improve this tool. 5 As early as 1797 Newbold had made 
a cast-iron plow. Many improvements were made, the most important 

* Ibid., p. 132. 

5 Percy Wells Bidwell and John I. Falconer, History of Agriculture in 
Northern United States, p. 209. 
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being that of Wood, who in 1819 made a plow of several castings which 
could be replaced as they became worn. Because of a widespread belief 
that iron plows poisoned the soil, they did not come into general use 
until after 1825. Iron plows would not scour in the prairie and bottom 
soils of the West. This difficulty was solved in the late thirties by the 
invention of the steel plow by John Lane and John Deere, working inde¬ 
pendently. By 1860 many factories were turning out iron and steel plows 
of improved types. 

The laborious method of harvesting small grains received attention. 
Prior to 1 803, when the cradle was introduced, a man with a sickle could 
cut one-half acre per day. With the cradle 2 acres could be cut, but 
binding was still by hand. In 1833 Hussey patented a reaper, and in 1834 
McCormick secured a patent. These machines could cut 12 to 15 acres 
a day, but binding was still a hand operation. Reapers did not meet with 
general acceptance until a decade later, after many improvements had 
been made. In trials at Geneva, N. Y., in 1852, clogging of cutter bar, 
leaving uneven stubble, breaking of parts, and heavy draught were listed 
as common faults of the reapers entered.® Yet in competition with foreign 
makes in London in 1851 and at Paris in 1855, American machines were 
clearly superior. I he development of the reaper not only reduced labor 
requirements in harvesting, but encouraged the expansion of acreage 
while reducing the weather hazard at harvest time. 

Threshing by means of a flail yielded for each man only 8 to 16 bushels 
of grain a day, and the grain had to be cleaned by winnowing in the wind. 
By 1840 several threshing machines had been invented, most of which 
were operated by horses attached to a sweep or working in a treadmill. 
The Pitt machine, invented in 1836, threshed 20 to 25 bushels of wheat 
an hour. By 1860 larger and improved machines were coming into gen¬ 
eral use in the wheat-growing regions. 

Haymaking machinery appeared along with the reaper, many of the 
early reapers being designed for both mowing and reaping. Difficulties 
were encountered in cutting close to the ground, in clogging, in cutting 
on uneven ground, and in turning at corners. The Wheeler mower, a 
two-wheeled machine with a movable cutter bar, invented in 1856, largely 
solved these difficulties. 7 

As early as 1812 a simple wooden hay rake pulled by a horse was in use. 
This v/as followed by a revolving wooden rake, but it was not until 1840 
that hay rakes were mounted on wheels. Between 1840 and 1850 iron 
or steel teeth were substituted for wood. By 1860 tedders, hay forks, 
balers, and clover hullers had been invented. 

•Ibid., p. 292. 
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Planting and cultivating were less critical; hence the shift from hand 
to machine methods occurred at a later date. Seed drills appeared about 
1845 but were not rapidly adopted so that by 1860 a large part of the 
small grain, particularly in the West, was still sown by hand. Hand plant¬ 
ers and one-row horse planters gradually replaced the hoe after 1840 for 
planting corn, and during the fifties the shift to various types of planters 
was rapid. Crude cultivators had appeared in the East by 1840; soon after 
the single-shovel and later the double-shovel plow came into use in the 
West. By 1860, the straddle-row type of cultivator was in use. The general 
use of cultivators improved the quality of the work and greatly reduced 
the amount of handwork. During the period from 1840 to 1860 great 
improvements had been made on the hand tools in use, and their cost had 
been cheapened. 

The effects of these developments in farm machinery upon the agri¬ 
culture of the North was startling. The average hours of labor in produc¬ 
ing an acre of wheat was estimated at 56 in 1800 and 35 about 1840. In 
the same period labor on an acre of corn was reduced from 86 to 69 
hours.” Falconer estimated that an Ohio farmer, using improved methods 
in 1860, used two-thirds as much labor as in 1840. 9 The larger production 
made possible by the use of machinery and power furnished by horses 
or oxen, together with the developments of transportation, made possible 
the shift from a self-sufficient to a commercial type of production. This 
shift, however, did not take place at the same rate in all parts of the area. 
On the frontier the lack of capital and the distance from supplies and 
markets retarded developments. 

In the South the adoption of laborsaving machinery was somewhat 
slower. There was little manufacturing; so tools were fashioned by the 
local blacksmith or procured from the North. 10 This locally made equip¬ 
ment lacked standardization. In the intensive cotton areas the limited 
capacity of slave labor and the one-crop system resulted in the retention 
of crude tools after better ones became available. The value of slaves, 
which was $600 each in 1836, advanced to $1,000 in 1849 and to $1,400 in 
I860. 11 Thus the capital which might otherwise have gone into machinery 
under a different system was invested in a labor force. Even so, the hours 

‘Martin R. Cooper et al. t Progress of Farm Mechanization, p. 3. U.S. De¬ 
partment of Agriculture Miscellaneous Publication 630, 1947. 

“ Bidwell and Falconer, op. cit. t p. 305. 

“Lewis Cecil Gray, History of Agriculture in Southern United States to 
1860, Vol. II, p. 792. Carnegie Institution of Washington Publication 430, 1941. 

" Thomas Nixon Carver, Sketch of American Agriculture in Bailey’s 
Encyclopedia of American Agriculture, Vol. IV, pp. 50-70. New York: The 
Macmillan Company, 1909. 
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of labor per acre of cotton were reduced from 185 in 1800 to 135 in 
1840; nearly all of this reduction was in the work before harvest. 12 

Transportation 

The development of the country, both in its rapid expansion to the 
west and in the integration of the more settled areas, depended upon trans¬ 
portation. At the end of the colonial period natural waterways formed 
the chief transportation facilities. These were supplemented by a few 
roads in the Eastern states. 

From 1790 to the Civil War the development of the transportation 
system went through four rather distinct stages: the turnpike period, 
the introduction of the steamboat on western waters and in coastwise 
trade, the canal-building era, and the development of railroads. 

The turnpike period had its greatest activity from 1790 to 1820 . Much of 
this work was undertaken by private companies which expected to secure 
their dividends from tolls. Between 1800 and 1807 over 3,000 miles of 
turnpikes were built in New York, and by 1832, 2,200 miles had been 
constructed in Pennsylvania. One hundred eighty companies were active 
in road building in New England in 1810. 1S 

Road building, however, could not keep pace with the needs, and the 
toll rates were prohibitive for hauling grain or flour for long distances. A 
demand arose for a network of government roads. The major result was 
the building of the Cumberland Road from Cumberland, Md., to Vandalia, 
III., a distance of 834 miles. It was begun about 1811 and completed in 1838. 

River traffic took on a new importance following the invention of the 
steamboat. Flatboats had carried products downstream, but steam made 
upstream traffic possible. The number of boats and the volume of traffic 
increased rapidly on the Mississippi, Ohio, and Missouri rivers and their 
tributaries. Western products—grains, flour, hay, bacon, and potatoes- 
moved south to New Orleans, as did tobacco and cotton from points 
farther south. During the latter years of this period this river traffic was 
important in moving settlers from the East and South into the new 
western lands. Coastwise trade along the Atlantic seaboard developed to 
a high degree, carrying industrial products from the Northeast to the 
South and cotton from the South for manufacture in New England or 
for export. 

The canal era was the logical next step to connect up the rivers and 
lakes. Following 1785 some local canals had been built, but it was from 
1825 to 1850 that canal building reached its height. The Erie Canal was 

u Cooper et al ., op. cit., p. 3. 

“Everett E. Edwards, American Agriculture—The First 300 Years. U.S. 
Department of Agriculture Yearbook , 1940, p. 214. 
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begun in 1817 and opened in 1825. The cost of shipping a ton of freight 
from Buffalo to New York was reduced from $100 to $15, and the time 
was cut from 20 days to 8." The success of the Erie Canal stimulated 
canal building in Pennsylvania, which by 1834 had a system of 954 miles, 
and also in Ohio, Indiana, and Illinois. Grants of Federal aid in the form 
of public lands gave public support to a part of this construction. In all 
3,000 miles of canals were built. The Erie Canal greatly increased trade 
between the East and the West and was influential in the development of 
the West. Most of the other canals ran north and south, counter to prevail¬ 
ing trade movements. 

Railway building began in 1828. but until 1850 railways were in the 
experimental stage. The first lines were built to connect up rivers and 
waterways. In 1840 there were only 2,818 miles of railroad mostly along 
the Atlantic seaboard. By 1850 the mileage had increased to 9,000 miles, 
but lines west of the Alleghenies were short and disconnected. By 1860 
the mileage had jumped to 30,000 and formed a substantial network in 
the North, extending westward somewhat beyond the Mississippi River. 
The South was less well supplied. For the most part the railways ran 
cast and west and afforded rapid and cheap transportation between the 
East and the expanding West but resulted in a reduction of trade be¬ 
tween the West and South. Public land grants aided materially in railway 
building between 1850 and 1860. 

All these means of transportation were instrumental in opening up the 
West, in securing supplies, in developing outlets for farm and industrial 
products, and in making surpluses of the West more available to the 
East and South. By 1860 the railroad had clearly demonstrated its supe¬ 
riority over the canals; although sonic of the latter continued to be used 
for many years. 

Crop and Livestock Production 

Because of widely varying conditions the agricultural production of 
the Northeast, West and Northwest, the South, and the Pacific Coast 
during the period before 1860 followed divergent but related patterns. 
The task of clearing the forest which originally extended from the 
Atlantic westward beyond the Great Lakes on the north, and even across 
the Mississippi River farther south, resulted in a self-sufficient type of 
farming as the line of settlement moved westward. 

Northeast. In the Northeast, grass, corn, and wheat were the standard 
crops. The first two were used for feed crops and the wheat for flour. 
Minor grain crops were grown to a limited extent. Some specialized areas 


"Ibid., p. 218 . 
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of production developed, as market gardening near the larger towns and 
cities, fruit in some areas, and tobacco in the Connecticut Valley. 
Improvements in livestock were ushered in between 1800 and 1815 by 


the importation of merino sheep which attained a great popularity until 
falling prices from 1816 to 1820 made the fine wool sheep unpopular. 
Beef production was carried on extensively in the Connecticut Valley. 


Importation of purebred cattle first occurred about 1820, but improve¬ 
ment of native herds was slow. Between 1830 and 1840 the quality of hogs 
was much improved by the addition of imported lines. 

The opening of the Erie Canal gave strong competition in the produc¬ 
tion of pork, wheat, and wool, the latter of which was already on the 
decline. From 1840 to 1860 wheat production shifted farther to the west, 
sheep production declined markedly, and hog production became a side 
line in connection with dairying. The dairy industry took up much of 
the slack; improved dairy breeds were introduced and production in¬ 
creased greatly, first of cheese and later of butter and market milk. 


With the seemingly unlimited areas of land it was to be expected that 
land when cleared would be farmed exhaustively. Areas of less productive 
soils soon registered the effects in lower yields. Fortunately the diversified 
production of the area mitigated the damage. By 1840 rotations were de¬ 
veloped in many sections, gypsum was being applied, and livestock farm¬ 
ing practiced. In southeastern Pennsylvania, for example, three systems 
were practiced: on the best land a rotation of corn, oats or barley, wheat, 
and clover; on less fertile land a grazing system, consisting largely of 
pasture and hay and used for dairy and beef production; and a mixed 
system between these two. 15 Crop yields varied widely, with averages 
for corn from 20 to 25 bushels per acre and wheat 10 to 15 bushels. 18 

The lure of western lands was felt early, particularly in the hilly areas. 
Between 1820 and 1830, 39 towns (townships) in Vermont and 61 in New 
Hampshire, mostly in the southern parts of these states, declined in popu¬ 
lation. 17 The coming of the railroads diverted the rural population both 
into industrial activities in the growing urban centers and toward the new 
lands to the west. This movement resulted in the abandonment of many 
hill farms, most of which should not have been settled. The growth of 
urban centers also stimulated the shift toward more specialized lines of 
production in the areas best suited by natural conditions and accessibility 
to markets. 


West and Northwest. The earliest settlements in the timbered areas of 
Ohio, Indiana, Kentucky, and Michigan followed the self-sufficient 

” Bidwell and Falconer, op. cit., p. 261 . 

“Ibid., p. 101. 

"Harold Fisher Wilson, The Hill Country of Northern New England, 
p. 26. New York: Columbia University Press, 1936. 
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pattern of the frontier. By 1830 the Mississippi River was the frontier 
boundary, but much of the prairie areas of western Indiana and Illinois 
had been by-passed in the initial movement to the west. Small prairies, 
where open land could be combined with adjacent timberland, were 
settled readily, but the big prairies, generally thought to be unproductive, 
posed a new problem. Settlers had come to depend on the forests for 
wood, water, shelter, fencing materials, and stone for building. The 
prairies afforded none of these, iron plows would not scour in the soil, 
roads were impassable in the spring, and when the drainage was poor, 
fever and ague abounded. On the other hand, the task of clearing was not 
necessary, and the operation of machinery then coming into use was 
easier. The invention of the steel plow, the settlement of other lands, and 
finally, the coming of the railroad brought about a rapid settlement of the 
prairies and a marked shift in agricultural production. 

A pamphlet published in 1855 advertising railway lands in Illinois per¬ 
haps stresses the favorable side of the picture. 18 


It is a dark rich soil, one to five feet in depth. After the first year's tillage 
the ground is in a 

labor as large a crop as any farm in the eastern or middle states, valued at 
S100 to SI50 per acre. . . . The cost of transporting wheat direct from the 
company's lands, 100 miles from Chicago to New York is 30 to 35 cents per 
bushel. Corn costs about 27 cents to put in the New York market from land 
along the railroad, 100 miles back of Chicago. 

Small agricultural tools arc more extensively made at the cast, but reaping, 
mowing, and threshing machines arc extensively made at the west. Spades, 
shovels, etc., you can buy cheaper at the cast, but plows of different kinds 
you can buy as reasonable here. Reaping machines arc almost altogether used 
at the west. They cost Si70. They will cut 14 acres of wheat per day. Con¬ 
tracts for reaping arc made at 62V’ cents per acre. 

Good milk cows can be bought at from $15 to $20. Good well broken 
working oxen can be had at S50 to $80 per yoke. Horses vary at from $50 to 
$75 each. 

Hedging has become a trade to which a class of men devote themselves. 
They furnish the plants and set them in the ground and cultivate them for 
four years at 15 cents per rod per year, making the whole cost of hedge 60 
cents per rod. At the expiration of four years when the last payment upon the 
hedge is due, it is a perfect barrier against bulls, pigs, and all other animals. 


high state of cultivation. It will then produce with less 


The lines of settlement into the West tended to follow the navigable 
waterways and areas of specialized production developed far ahead of the 
self-sufficient type which was so widely prevalent. By 1840 the bluegrass 
area of Kentucky, southeastern Ohio, and the lower Missouri Valiev had 
developed commercial production for water shipment southward. Corn 
was the leading crop and was well adapted to rich soils. It was grown 
11 Pamphlet, Illinois Central Railroad, 1855. 
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first in the river bottoms, then spread rapidly to the north and west as the 
prairies were opened up. On upland or sandy soils wheat was the leading 
crop. How rapidly corn and wheat spread over this western area is shown 
by the Census reports from 1840 to 1860 (Table 1). 

Hay was secured almost entirely from native grasses, and oats produc¬ 
tion increased somewhat faster than for the country as a whole. Toward 
the end of the period flax attained some importance in Ohio and Indiana. 

Except along rivers where water transportation was available, high costs 
prohibited the marketing of corn directly. It was therefore converted into 
cattle, hogs, and corn whisky. The cattle-feeding industry which had 
developed near eastern markets moved westward first to Pennsylvania, 
then to Ohio, from which state cattle were driven over the mountains to 
eastern markets in 1805. The cattle-producing areas moved westward 
somewhat ahead of the feeding areas. Railroad shipment to the cast began 
by 1840, and in another decade the increase of railroads and the beginnings 
of the packing industry in Chicago ended the cattle drives to the east. 
By 1860 Texas cattle were coming into Iowa, Missouri, and Illinois for 
shipment cast or for slaughter at Chicago. 

The early hogs in this area were of the “razorback” type and were 
raised largely on mast with corn to finish them for market. By 1810 hogs 
were driven overland to eastern markets. Hog production did not keep 
pace with corn production, but by 1840 the type of hog was undergoing 
rapid change. Pork-packing centers were developing, chief of which 
was Cincinnati. 10 

Sheep raising became important in Ohio and Michigan in the forties, 
moved westward, but declined in numbers during the fifties, as wheat 
production increased. 

Agriculture in the western and northwestern area was on an exploitative 
basis. This condition was encouraged by the rich soils, the development 
of machinery, and the opening up of the prairies. Soil improvement was 
talked but little practiced. Emphasis was placed on those kinds of crops 
and livestock which would bring the greatest cash return. Production per 
man rather than per acre was the goal. Continuous cropping brought 
reduced wheat yields in Ohio in the late fifties, but over most of the area 
exploitation had not progressed far enough to force a change of manage¬ 
ment. 

South. Because of diversified conditions agricultural development in 
the South was varied with an emphasis on commercial crops in well- 
adapted areas. Prior to 1800 the commercial crops were tobacco, grown 
chiefly in Virginia, Maryland, and North Carolina; rice in South Carolina 
and Georgia; sugar cane in Louisiana; and cotton in South Carolina and 

19 Bidwell and Falconer, op. cit ., p. 493. 
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Georgia. The introduction in 1786 of long-fibered sea-island cotton 
adapted to the coast lowlands; the invention of the cotton gin in 1793, 
which made short-staple cotton profitable; and the development of the 
English textile industry combined after 1803 to place cotton in the fore¬ 
front among southern crops. Cotton production in 1800 was 73,222 bales; 
in 1840, 1,347,640 bales; and in 1860, 3,841,416 bales. 20 


Table 1 . Corn and Wheat Production in Selected Areas and States* 


Division and state 

1840 

1850 

1860 

Total 
(thou¬ 
sands of 
bu.) 

Percent 
of U.S. 
total 

Total 
(thou¬ 
sands of 
bu.) 

Per cent i 
of U.S. | 
total 

Total 
(thou¬ 
sands of 
bu.) 

Per cent 
of U.S. 
total 

Corn 


i 





United States. 

377,532 


592,071 

100 0 

838,793 

100.0 

New Kngland (6 states). 

6,993 

1.9 

10,176 

1.7 

9,165 

1.1 

New York. 

10,972 


17,S'S 

3.0 


2.4 

Pennsylvania. 

14,240 


19,835 

3.3 

28,197 

3.4 

Ohio. 

33/368 



10 0 

73,543 

8.8 

Indiana. 

28,156 

7.5 



71,583 

8.5 

Illinois. 

22,634 


57,647 

mm 

115,175 

13.7 

Michigan. 

2,277 

fCSI 

5,Ml 

10 

12,445 

1.5 


1,406 


8,657 

1.5 

42,411 

5.0 

Missouri. 

17,333 


36,214 

6.1 

72,892 

8.7 

Wheat 







United States. 

84,823 


100,486 

100 0 

173,105 

100.0 

New F.ngland. 

2,014 


1,091 

11 

1,083 

0.6 

New York. 

12,287 

14.5 

13,121 

13.0 

8,681 

5.0 

Pennsylvania. 

13,213 

15.6 

15,368 

15.3 

13,042 

7.6 

Ohio. 

16,572 

19.5 

14,487 

14.4 

15,119 

8.7 

Indiana. 

4,040 

4.8 

6,214 


16,848 

9 7 

1 llinnik 

3,336 


9415 

wTa 

23 837 

13 8 

Michigan. 

2,157 


4,926 


8,336 

4.8 


212 


4,286 


15,658 

9.1 

lOYV.l . . . . 4 . . , . * • * i i i i i i i i < i 

155 


1,531 

■ftfl 

8,449 

4 9 

Missouri. 

1,037 


2,982 

3.0 

4,228 

2.4 


• Source: U.S. Census, 1840, 1850, and I860. 


Many parts of the South were not generally adapted to the commercial 
crops because of climate, soils, or topography. In these areas, and espe¬ 
cially in what came to be the Border states, 21 general farming gradually 


* Edwards, op. cit ., p. 209. 

" The Border states included Maryland, Delaware, Virginia, North Carolina, 
Kentucky, Tennessee, and Missouri. 
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developed much like that of adjacent states on the north. Many upland 
areas of the South combined cotton production with more general farm¬ 
ing. Intensive cotton growing spread from the initial states of South 
Carolina and Georgia to North Carolina and Virginia, then turned to the 
west. By 1821 Alabama, Mississippi, Louisiana, and Tennessee were pro¬ 
ducing one-third of the cotton and by 1834, two-thirds. 22 In 1850 the 
leading states were Georgia, Alabama, Mississippi, and South Carolina, 
in the order given. By 1860 the first three of these states produced more 
than half the crop, and Texas was becoming important. 

Because of its high labor requirements, cotton production was early 
associated with slave labor, which was most economically handled under 
the plantation system. Only one-fourth of the slaveholders had more than 
10 slaves, but those large plantation owners were powerful and secured 
the best lands. One-half the slaveholders had five or less slaves. 23 In addi¬ 
tion there were large numbers of yeomen farmers on less fertile soils who 
cultivated their own farms on a self-sufficient basis. 

Early livestock development had much in common with that farther 
north. As settlement progressed much variation appeared, from the highly 
developed husbandry in the Nashville basin of Tennessee and the blucgrass 
areas of Kentucky, to the intensive cotton areas where stock of nonde¬ 
script types were left to shift for themselves. 24 In 1840, of all the Southern 
states, exclusive of Texas, the Border states had 53 per cent of the cattle, 
68 per cent of the horses and mules, 66 per cent of the hogs, and 80 per 
cent of the sheep. By 1860, largely because of the expanding livestock 
industry in Texas, the proportions in the Border states declined. The 
specialized crop areas did not produce enough livestock for their needs 
and bought much from the Border states and the North. 

“Soil mining" was prevalent in the South as in the North. It was most 
serious in the areas of intensive cotton and tobacco raising, in which the 
land was cropped continuously until no longer profitable, then a move 
was made to new land. By 1850 soil exhaustion was widespread in Vir¬ 
ginia, North Carolina, South Carolina, and Georgia. 25 In the eastern 
Border states improved methods were making a beginning in the regenera¬ 
tion of agriculture. 26 

Pacific Coast. The discovery of gold in California early in 1848 pre- 

” Ernest L. Bogart and Donald L. Kemmerer, Economic History of the 
American People, 1942, p. 447. 

” Ibid., 1947, p. 406. 

14 Gray, op. cit., pp. 836-837. 

“ Ibid., p. 910. 

u Ibid. f p. 916. 
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cipitated a great migration of gold hunters. California had 80,000 immi¬ 
grants by the end of 1849.=' Those who traveled overland created new 
outlets, especially for cattle along the routes of travel. The lure of gold 
was more spectacular than farming, but the demands for food led to a 
rapid development of food products. In 1850 crop and livestock produc¬ 
tion in California was negligible, but by 1860 wheat production was 
5,928,000 bushels ,or 5.4 per cent of the country's total.** Potato produc- 
tion reached 1,789,000 bushels. Cattle numbers were 3,106,000; hogs, 

1 201,000; wool production was 2,683,000 pounds; and a beginning was 
made’ in dairying. This rapid development following 1850 caused the 
frontier to jump across the Great Plains and the Rocky Mountains to the 
Pacific Coast. The wide in-between areas remained to be developed. 

Growth of Population and Markets 

Between 1790 and 1860 the growth of population and the development 
of markets influenced greatly the development of agriculture. In the 
earlier part of this period, except for limited areas of specialization in the 
South, production was largely on a self-sufficient basis. Such a basis 
provided little surplus for sale and little income for the purchase of 
supplies. Not only food, but clothing, furniture, and tools were home¬ 
made. As the frontier moved westward and was replaced by a more settled 
type of production, the surplus beyond family needs was disposed of in 
nearby areas. Between 1810 and 1840 eastern agriculture led in the trans¬ 
formation from a self-sufficient to a commercial basis. 

Many influences contributed to this change: The growth of popula¬ 
tion with its rapid movement to the west, and the increase in urban 
centers; the development of transportation facilities; the development 
of farm machinery; and the rise of the factory system. 

The population of the country multiplied eight times from 1790 to 1860. 
Natural increase brought most of the change, although immigration 
added 2 million from 1820 to 1850, and another 2.6 million by 1860 (Table 
2). The westward movement of this population was indicated by the rate 
of land settlement and by the increase in the number of states to 26 in 
1840, 31 in 1850, and 33 in 1860. While this population was predominantly 
rural in the earlier part of the period, the urban population increased its 
proportion of the whole, especially after 1840. Urban centers of more 
than 8,000 increased from 5 in 1790 to 33 in 1840 and 141 in I860. 25 

Natural waterways afforded the earliest outlets to markets and the 

" Bogart and Kemmerer, op. cit., 1942, p. 376. 

** Bidwcll and Falconer, op. cit. y pp. 323, 375, 394, 411, 436. 

** Bogart and Kemmerer, op. cit., 1947, p. 368. 
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means of securing supplies, since costs of overland shipment were largely 
prohibitive. Canal, road, and railroad construction progressively opened 
new areas and cheapened rates. Machinery development made possible 
large quantities of marketable farm products. The rise of the factory 
system which began about 1814 in time made possible the purchase, not 
only of improved farm equipment, but also of many household products. 
Many manufacturing processes were thus shifted from the farm and home 
to the factory. The beginning of commercial farming furnished the in¬ 
come to make the exchange possible. 

Table 2. Population Growth, Total and Agricultural, United States, 1790-1860 


Date 

Population 

(thousands)* 

Farm 
population 
(thousands) f 

Per cent of 
gainfully 
employed 
persons in 
agriculturcf 

Number 
of states 

1790 

3,929 


90.0 

13 

1800 

5,308 



16 

1810 

7,240 



17 

1820 

9,638 


83.0 

23 

1830 

12,866 



24 

1840 

17,069 

9,012 

77.5 

26 

1850 

23,192 

11,680 

.... 

31 

1860 

31,443 

15,141 

.... 

33 


• U.S. Census. 

t A Chronology of American Agriculture, 1790-1940. 

As a result of these influences and the competition which developed 
between areas, major lines of agricultural trade developed. Eastern agri¬ 
culture, which came into competition with the West after the opening 
of the Erie Canal, shifted its market production largely to vegetables, 
fluid milk, cheese, butter, apples, and hay. These products found their 
outlets largely in the growing urban centers of the area. The West had 
surpluses for market of corn, wheat, hay, pork, lard, bacon, flour, and 
whisky. These products moved by water largely to the south until trans¬ 
portation by canal and railroad shifted grain and pork movement to the 
east. The West secured its supplies of manufactured goods largely from 
the East. The South marketed cotton, tobacco, and rice, much of which 
moved to eastern ports for distribution to domestic or foreign trade, in 
return for manufactured goods from the East and food supplies from the 
West. In addition to these major lines of trade, increasing amounts of 
locally produced items were used within each section as centers of indus¬ 
trial production and distribution developed. 
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Most of the agricultural production entered the domestic market. 
Cotton was the outstanding exception. As early as 1806 to 1810 approxi¬ 
mately two-thirds of the cotton was exported. The proportion exported 
rose to more than four-fifths between 1826 and 1840. then declined 
slightly. 30 Tobacco, cereals, and meat products accounted for a minor 
part of agricultural exports. 


Agricultural Education and Organization 

Acricultural education of an informal type was initiated in the forma¬ 
tion of agricultural societies. These organizations, several of which were 
formed before 1800, were of an aristocratic nature. They served, however, 
to publicize improved practices as well as the results of individual experi¬ 
mental work being carried on by some of their members.” Between 1817 
and 1825, and again from 1835 to 1840, many county agricultural 
societies were organized under the stimulus of state aid. These later 
organizations were of a more democratic nature. By 1852 they numbered 
300, and 941 in I860.” Among their activities the holding of fairs was 

outstanding. . .. 

Agricultural fairs of a modern type were started in 1810 in Washington, 
D.C The idea spread and by 1841. 12 county fairs were held in Tennessee 
alone; by 1859 fairs had expanded to a state and divisional basis. 31 These 
fairs furnished an opportunity for discussion of improved methods, a dis¬ 
play of farm products, and contests in the use of plows, reapers, and other 


machines. . 

A third educational influence was the rise of agricultural papers and 
journals. The first publication was started in 1810, and by 1850 more than 
40 had been launched, although many were short-lived. These farm papers 
cooperated with the agricultural societies and fairs, published information 
on farm practices, and campaigned for education. Self-improvement was 
popular, but theory was suspected, and book farming was resisted. 

Out of this period there developed an agrarian creed with three cardinal 
points: (1) the farmer is completely independent economically; (2) agri¬ 
culture is the fundamental occupation, and all others are dependent upon 


* Bogart and Kemmcrcr, op. cit., 1947, p. 250. 

»* Angus McDonald, Early American Soil Conservationists. U.S. Department 
of Agriculture Miscellaneous Circular 449, 1941. Jefferson and Agriculture, 
Agricultural History Scries No. 7, p. 18. Washington, Jefferson, Lincoln 
and Agriculture, pp. 1-72, Bureau of Agricultural Economics, U.S. Depart¬ 
ment of Agriculture, 1937. 

" Paul H. Johnstone, Old Ideals versus New Ideas in Farm Life. U.S. De¬ 
partment of Agriculture Yearbook, 1940, p. 114. 

M Gray, op. cit., p. 785. 
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it; and (3) agricultural life is natural and good, and city life is corrupt. 34 
This creed was destined to be widely accepted and eventually to prove 
to be a barrier to progress. 

The emphasis on education finally began to bear fruit in the offering 
in some schools and colleges of courses in agriculture and related sciences. 
In 1837 Michigan made legal provision for a state college for general and 
agricultural education, but it was 20 years later before students were 
admitted. At about the same time. New York, Maryland, and Pennsylvania 
provided for state-supported colleges of agriculture. 35 

Summary 

I* rom 1776 to 1860, American agriculture underwent a great transforma¬ 
tion. 1 he area of the country expanded three and one-third times, and a 
major part of this area was added to the public domain. The policy for 
distributing this land was changed many times, always in the direction of 
easier acquisition. L ndcr it much land in the eastern half of the country 
went into the hands of settlers and speculators. Transportation was de¬ 
veloped, linking together the settled parts of the country and bringing 
their products into competition. Farm machinery was invented and put 
into use, greatly reducing the labor and increasing the capacity of the 
farmer. In the longer settled areas agriculture had shifted from a self- 
sufficient to a commercial basis, and home industry had been largely trans- 
fcircd to the factories. Production had expanded apace, and some atten¬ 
tion was being given to quality of products. Market outlets had been 
developed, leading to a considerable interdependence of different sections. 
A beginning had been made in improving agriculture through education. 

Despite the significant advances of the period, basic difficulties appeared 
which were to cast a shadow far into the future. The liberal land policy 
became the forerunner of a still more extravagant policy. The uses for 
which land was adapted were of little concern then but eventually were 
to ecomc a major problem. The rapid destruction of the magnificent 
orests not only reduced this natural resource, but led to serious damage 
trom erosion and floods. The exploitative methods of cropping led to 
i cultics in some sections even before the end of this period; eventually 
t ey were to call for a major program for regeneration. The political 
and social lines of sectionalism had been sharply drawn leading to the Civil 
ar, which was to bring new influences to bear upon agriculture. Thus 
our re atively recent programs emphasizing land use, conservation, flood 
control, and forest preservation are designed to remedy problems initi- 

* Johnstone, op. cit. f p. 117. 

“Ibid., p. 136. 
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ated in this earlier period, but destined to become much more acute before 
necessity forced remedial measures. 


QUESTIONS 

1 . What is meant by the "public domain"? 

2 . Through what steps was it acquired? 

3 Through what means was the public domain disposed of before 1860? 

4 * What developments took place in farm machinery during this period? 

5. To what extent had farm machinery come into general use by 1860? 

6. What influence did transportation developments have upon agriculture 
during this period? 

7. What influences led toward regional specialization in agriculture? 

8 . Trace the beginnings of agricultural education. 

9 . What were the characteristics of pioneer agriculture? 

10 . During what period could American agriculture be said to be in the 
pioneer stage? 

11. To what kinds of farm products was commercial production first ap¬ 
plied? 

12. What influences during this period favored commercial production? 

13. What influences retarded it? 

14. For what reasons was the acquisition of land by individuals made easier 
as the period progressed? 

15 . Why was so little attention given to the conservation of our natural 
resources? 
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Chapter 3. THE DEVELOPMENT OF 

COMMERCIALIZED AGRICULTURE, 
1860 TO 1914 


During the half century following 1860, the commercial phase of 
agriculture, already well developed in the cotton and tobacco areas of 
the South, became an accomplished fact for much of the country. The 
outpouring of farm production not only supplied the rapidly growing 
population here, but threw upon foreign markets a rising flood of prod¬ 
ucts which reached its peak at the end of the century. Dr. Nourse termed 
this expansion “the hasty and pell-mell outpouring of native land-grabbers 
and foreign immigrants upon an extraordinary stretch of virgin land. 1 
After the turn of the century he noted "that there was coming to be an 
approach toward more stable adjustment of agriculture, industry, and 
international trade.” 2 

This development will be noted first in the effects of the Civil War, 
then traced briefly as influenced by the land policy, the westward move¬ 
ment of population, farm machinery, transportation, farm production, 
growth of population and markets, farmers’ organizations, and measures 
for agricultural education. 

Effects of the Civil War on Agriculture 

The Civil War wrought widely different effects upon the agriculture 
of the North and the South. In the North rising prices, army demands, and 
a strong export demand for wheat stimulated production, particularly of 
cash crops, and agriculture prospered. The withdrawal of men for the 
army created a labor shortage and accelerated the adoption of laborsaving 
machinery, with which production was expanded. In contrast, southern 
agriculture was ruined. During the war exports of the staple crops, cotton 
and tobacco, were cut off by blockaded ports, and the supplies previously 
secured from the North and West were not available. A temporary shift 

1 Edwin G. Nourse, American Agriculture and the European Market, p. 28. 

a Ibid., p. 39. 
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to grain and meat production resulted. Following the war the intensive 
cotton regions were in a desperate condition. In addition to war damage, 
the overthrow of slavery and the breakup of the plantation system had 
destroyed the means of production. Reorganization of production was 
gradually worked out through a marked increase in small farm units and 
by the introduction of the cropper system of tenancy. The scarcity of 
capital called for an extensive use of credit which tended to emphasize 
cotton, the most profitable crop, and to prevent diversification. Renewal 
of cotton production at the prewar level was delayed until 1879. 

I he Civil War also marked the end of the period of dominance of 
agriculture in the nation’s economic life. Industrial development was 
stimulated by the war, and the succeeding decades witnessed the growth 
of large corporate businesses. Agricultural progress was also rapid, but 
on a basis of small individual units which, without adequate organization, 
were unable to hold their own in the competition. 

Land Policy 

Nearly 600,000 square miles of land area was added to the United States 
after 1860. Of this amount Alaska made up the major part; other parts 
were Hawaii, Puerto Rico, and smaller possessions. The Philippine Islands, 
acquired in 1898, and granted independence in 1946, is not included. Only 
small amounts of this area were suited to agricultural production. 

The Homestead Act, 1862. The Homestead Act of 1862 marked the 
apex of land distribution to settlers. It has been classed as “the greatest 
democratic measure of all history.”* It made real the ideal of free land 
toward which the earlier reductions in size of tract and in price, the 
cnicncy toward squatters, and the Preemption Act were but steps in a 
ong trend. Payment of a filing fee, making certain improvements, and 
continuous residence for 5 years were the requirements for title to 160 
acres. The first homestead was located near Beatrice, Nebr., about 85 miles 
sout west of Omaha. After 6 months residence and some improvement 
a sett er could elect to secure title under the commutation privilege by 
paying $1.25 an acre. r b 

Neither the framers of the Act nor the settlers under it recognized the 
*. Cr tJl C f S in natura * conditions as settlement pushed westward on the 
ner ains area. East of the 100th meridian conditions favored general 
arming, and homesteading was generally successful. West of that line 

A m ° 4 - e j eXtenS ' Ve ^ arm ‘ n g was needed, for which the Homestead 

Act did not provide. By 1915, 154 million acres had been proved up under 
t is ct. i luch additional land, especially in timber and mineral areas, 
p 'Roy M. Robbins, Our Landed Hertiage, The Public Domain, 1776-1936, 
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was taken up as homesteads but under the commutation privilege was 
bought and turned over to lumbering and mining companies. 

The operation of the Act was complicated by the continuation of 
previous measures-sales of surveyed land and settlement of unsurveyed 
land under the Preemption Act until its repeal in 1891 and by extensive 
new grants for internal improvements. These grants, chiefly to railways, 
retarded settlement on the land grants and caused so much conflict that 
they were discontinued in 1871. 

Dick has summarized the criticism of the Act as follows: 4 

The great weakness in the Homestead Act lay in the fact that it made 
homesteading too easy. The government encouraged failure by not requiring 
more than the mere minimum of a shack for a home, only 10 acres under 
cultivation, and a well. There was no mention of personal qualifications and 
equipment. Thousands were deceived into thinking that securing a piece of 
land was all that was necessary to make a competence for the owner. Follow¬ 
ing the great boom of the eighties when the tide of migration began to recede, 
central Dakota and western Nebraska and Kansas presented anything but a 
land of occupied farms. Everywhere was to be seen the scars of once-broken 
patches which were fast reverting to sod. a cavcd-in well, and the tumblcd- 
down walls of sod shanties that had served their purpose in proving up for the 
settlers who had since left the country. 

Tardy recognition of the different natural conditions came in the 
Timber Culture Act of 1873, the Desert Land Act of 1877, and the Timber 
Cutting Act and Timber and Stone Act of 1878. These acts gave larger 
acreages for settlement and attempted to prevent exploitation of timber 
and mineral lands. In the latter objective they were unsuccessful. 

Land Grants. By 1860 grants of public lands for canals had ceased, 
but extensive grants for roads continued through the next decade. The 
extensive method of grants for general education, which had been begun 
earlier, was extended to the new states. The Morrill Act of 1862 extended 
government support to higher education by providing land grants as 
endowments for colleges to teach agriculture and the mechanic arts. By 
1893 institutions of this kind had been established in all the states and 
territories. Some additional grants were made for public or private 
colleges. In all, more than a hundred million acres of public land was 
granted directly or indirectly for all educational purposes. 5 

From 1862 to 1871 very liberal grants were made to railways for con¬ 
structing lines to the Pacific Coast. Earlier railway grants had been made 

4 From: The Sod-House Frontier, by Everett Dick. Copyright, 1937, D. 
Applcton-Ccntury Company. Reprinted by permission of the publishers, 
Applcton-Ccntury-Crofts, Inc., p. 131. 

8 Benjamin Horace Hibbard, History of the Public Land Policies, p. 343. 
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ro the states, but now they were made directly to the corporations. Grants 
made to 1923 to states amounted to 38 million acres and to corporations 
to 91 million, a total of 129 million acres for railway purposes. 6 The rail¬ 
ways thus became distributing agents for great areas of land, but in selling 
it they were less interested in securing settlers than in making money. 7 

By 1890 nearly all the humid arable lands had been settled. Taking up 
land continued, but it was largely grazing land. 

The rapidity of land disposal was exceeded only by its rapaciousness. 
Commercial interests crowded out those of the individual settlers. Even 
among settlers fraud was widely employed in securing land. Vast areas 
of land, including rich resources in timber and minerals, went to cor¬ 
porations and speculators by grant or subterfuge to be used for their own 
profit. This was a natural result of generous but vague laws and lax ad¬ 
ministration over a far-flung area. The Indian lands were crowded upon, 
then absorbed, and the Indians moved to reservations. Some idea of the 
scope and relative size of areas by method of disposition is given in Table 
3. This period achieved the ideal of free land but exploded its counterpart, 
that the land resources were inexhaustible. 


Table 3. Disposition or Public Domain to June 30, 1923* 
(In Millions of Acres) 


/Irea Disposed 


Sales, cash and credit. 269 

Grants for wagon roads, canals, river improvement. 10 

Grants for military bounties. 68 

Grants for education. 100 

Grants of swamplands to states. 64 

Grants for railways. 129 

Homesteads proved up. 214 

Related acts—Timber Culture, Desert I-and acts. 46 

Timber and Stone Act, final entries. 13 

Total. 913 


•Source: Compiled from Benjamin Horace Hibbard, History of the Public Land Policies. 


The U.S. Geological Survey was established in 1879, with one of its 
duties the classification of the public lands. In 1891 the Forest Reserve 
Act authorized the President to reserve timbcrlands. The Reclamation Act 
was passed in 1902, and the Forest Service was established in 1905. Some 
forest and mineral lands were withdrawn from entry. These measures met 
strong resistance by the exploiters. The First National Conservation Con¬ 
gress met in 1909. Thus gradually the drastic movement toward ex¬ 
ploitation was checked and the beginnings of conservation were estab¬ 
lished. The Withdrawal Act of 1910 granted power to the President, 
'Ibid., p. 264. 

1 Robbins, op. cit ., p. 255. 
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limited only by Congressional action, to withdraw any public land from 
further entry. This Act has been hailed as "the most signal act . . . in the 
direction of a national land policy," made by Congress to that time. 8 

The Westward Movement 

The westward movement of population already under way for five 
decades continued after 1860. Before that date the frontier had reached the 
Pacific Coast. During the sixties migration continued into the Mountain 
states. The completion of the first transcontinental railway accelerated the 
development of the cattle industry on the Great Plains and carried new 
settlers to lands homesteaded or purchased from the railroads. From 1861 
through 1890, 11 new states were admitted, 10 of which w ere in the West 
and embraced nearly all of the Great Plains and part of the Mountain 
area. The last four states, all in the developing W cst, were admitted by 
1912. As in the other parts of the country the first wave of settlement 
indicated but poorly the trend of agricultural development. I he new and 
vastly different conditions encountered required a longer period of 
adaptation. 

The westward movement added materially to the area in farms. The 
Census of 1860 reported 21 per cent of the land area in farms; that of 1910 
reported 46 per cent. Another consequence was an increase in land values 
particularly in areas being settled (Table 4). For the United States per acre 
values of land and buildings increased 25 per cent from 1860 to 1900, then 
doubled by 1910. In the older settled areas, as Massachusetts and Pennsyl¬ 
vania, the rate of increase was relatively small. In recently settled states 
the rate of increase was more rapid, as in Illinois. In states being settled, 
as Nebraska, Texas, and California, land values were low but the rate of 
increase was high. In the Southeastern states land values fell follow ing the 

Civil War and recovered but slowly until after 1900. 

* 

A further result was an increase in tenancy follow ing the disappearance 
of free land and accompanying higher land values. Tenancy data began 
with 1880. At that time the New England and Mountain states had less 
than 10 per cent of tenancy; the North Central states, about 20 per cent; 
and the Southern states in which croppers were listed as tenants, about 36 
per cent. Between 1880 and 1910 the rate of increase in tenancy was 
greatest in the Great Plains (West North Central and West South Central) 
and in the Mountain states—areas of later settlement. The rate of increase 
was intermediate in the region just east of the Mississippi River (East 
North Central and East South Central) and least in the eastern regions 
of longest settlement. The Pacific states retained a relatively low- pro¬ 
portion throughout this period. Thus the westward movement not only 

* Hibbard, op. cit ., p. 532. 
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resulted in the settlement of unoccupied lands, but brought about changes 
in land values and in the pattern of farm operation. 

Farm Machinery 

The Civil War stimulated not only the wider application of farm 
machinery, but also improvement of existing types. Oxen largely dis¬ 
appeared as a source of farm power. The reaper was greatly improved 
until it was superseded, first by the wire binder in 1873, then by the 
twine binder in 1878. This change, and the introduction of the steam 
tractor for threshing, greatly increased the acreage of wheat that could 
be harvested. The roller process of flour milling at about the same time 
improved the quality of flour from spring wheat. In the wheat areas on 
the Pacific Coast the horse-drawn combine was first used about 1885. 


Table 4. Value or Land and Buildings per Acre, United States and Selected States, 

1860-1910* 


Year 

United 

States 

Mass. 

Pa. 

111 . 

Nebr. 

Miss. 

Texas 

Calif. 

1860 

816 

837 

839 

820 

86 

812 

83 

86 

1870 

18 

34 

46 

28 

12 

5 

3 

12 

1880 

19 

44 

49 

32 

11 

6 

5 

16 

1890 

21 

43 

50 

41 

19 

7 

8 

33 

1900 

20 

50 

46 

54 

19 

8 

6 

25 

1910 

40 

68 

56 

108 

47 

18 

16 

52 


* U.S. Census (figures rounded to nearest dollar). 

In corn production improved plows, including gang and sulky plows, 
harrows, the chcckrower in humid areas and the lister in dry areas, the 
riding cultivator, and the disk harrow gradually came into use and aided in 
preparing the seedbed, planting, and cultivation. Most harvesting was by 
hand, although the corn binder and com harvester of the bull-wheel type 
had been developed. Haymaking was well adapted to machine methods. 
Improved mowers, sulky rakes, tedders, hay loaders, stackers, and balers 
came into use to reduce human labor. 

Because of disrupted conditions and the type of labor available, ma¬ 
chinery methods were adopted more slowly in the cotton areas. 
Gradually improved plows and harrows, cottonseed planters, fertilizer 
distributors, and cotton-stalk cutters came into use. Early attempts with 
mechanical pickers failed. 

By the middle seventies silos were being used in dairying, and the re- 

rigerator car made marketing easier. The Babcock tester for measuring 
butterfat and the cream separator appeared about 1890. 
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These improvements did not come all at once, nor were they put at 
once into general use. Throughout the period machinery was being im¬ 
proved in design, materials, and uses. By 1890 most of the basic equipment 
suited to the use of horses had been invented. 

The value of farm machinery increased from 246 million dollars in 1860 
to 1,265 million dollars in 1910.» The hours of labor required to grow 
and harvest an acre of wheat were reduced from 20 in 1880 to 12 in 1920; 
for com from 46 to 32 hours; and for cotton from 119 to 90 hours. 10 
From 1870 to 1914 farm employment increased 68 per cent; farm output, 
184 per cent; and the amount of farm power and equipment, 329 per 
cent.' 1 Thus did this period mark the general displacement of men by 
horsepower and machinery. Such replacement was at its best in areas 
of level topography and low rainfall adapted to large-scale operations. 

About 1905 the gas tractor appeared. The early machines were ponder¬ 
ous and cumbersome and had open gears. Improvements came rapidly, but 
this type of power did not replace horses to any extent until the time of 
World War I. 

Transportation 

Following 1860 the development of transportation centered largely in 
the railroads. The increase in mileage by decades is revealing, as shown in 
the accompanying table. 12 Railway mileage increased eight times while 


Year 

Miles 

Year 

Miles 

I860 

30,626 

1900 

193,346 

1870 

52,922 

1910 

240,439 

1880 

93,267 

1920 

252,845 

1890 

163,597 

Increase, 1860-1920 

222,219 


population increased three times. Of this total increase 126 thousand miles 
were built west of the Mississippi River. The first transcontinental railroad 
was completed in 1869, three others from 1881 to 1883, a fifth in 1893, 
and a sixth in 1909. The additional mileage (96,000) east of the Mississippi 
River provided a complete network in this area of industrial growth and 
concentration of population. This marked expansion was aided by very 
liberal Congressional grants of public lands and by state and local subsidies 
of various kinds. 

Railway developments of other kinds were also made. Heavier roadbeds 
and equipment were built to accommodate the long hauls. By 1860 the 

* Ernest L. Bogart and Donald L. Kemmerer, Economic History of the 
American People, 1942, p. 502. 

10 Martin R. Cooper et al., Progress of Farm Mechanization, p. 2. 

"Ibid., p. 81. 

11 Statistical Abstract of the United States, 1947, p. 509. 
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wooden rails capped with strips of iron had been largely displaced by iron 
rails, which from 1870 to 1910 gave way to steel rails of increasing weight. 
Freight cars of 1900 had four times the capacity of those of 1870. 13 Higher 
speeds gave faster handling of products, and rates were steadily lowered 
from 1860 to 1900. 

Railway building, while generously supported by public agencies, was 
left to private companies. In the earlier part of the period building was 
projected more rapidly than the growth of the country warranted. More¬ 
over, serious abuses arose. Frauds in financing construction were common. 
Rates not only were high, but much unjust discrimination among shippers 
occurred. 1 * 

The farmers had not only favored railroad construction, but had also 
supplied much capital by buying bonds. Their attitude soon changed 
from support to hostility. They had seen the railroad grants take pref¬ 
erence over settlers’ claims and were aware of the railroad abuses. Even 
more pointed was the fact that grain prices in the latter sixties would 
scarcely pay transportation costs. Despite a falling price level which for 
grain was accentuated by the overproduction in the expanding West, 
farmers came to feel that the railroads and other forms of big business 
were responsible for their plight. 

This discontent led to the organization of the National Grange of the 
Patrons of Husbandry in 1867, and by 1870 this organization popularly 
called the Grange, aided by other groups desiring to correct abuses, was 
able to enact the first effective state control measures. This legislation, 
which started in Illinois, set maximum passenger rates, prohibited dis¬ 
crimination in freight rates, and created a railroad and warehouse com¬ 
mission.* 5 Similar legislation followed in a number of other states. The 
struggle over control continued for some years, leading to Federal legis¬ 
lation under the Interstate Commerce Act of 1887. Regulation and the 
competition among railroads led to a steady reduction of freight rates and, 
after 1898, to rapid consolidation of lines. Various modifications in 
regulatory laws followed, and by 1916 fairly complete regulation was 
established. 

The constantly expanding facilities of the railroads and the increase 
in regional specialization of both agriculture and industry gave this type 
of transportation a clear lead over its competitors. During the first decade 
of this period extensive grants of public land were made for construction 
of wagon roads in Michigan, Wisconsin, and Oregon, the effects of which 
were local. 

" Bogart and Kcmmerer, op. cit., 1942, p. 598. 

"Ibid., 1947, pp. 541-543. 

u Ibid., p. 544. 
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Except for that on the Great Lakes, water-borne traffic declined. Inland 
river traffic on the Mississippi and its tributaries was disrupted by the 
Civil War but was afterward renewed, reaching a high point in IK/9. 
Competition with the railroads shrunk the volume of traffic greatly and 
limited it to cheap, bulky products, even though improvement of these 
waterways was undertaken. The canals fared even worse. Lack of im¬ 
provement resulted in abandonment by 1909 of more than half the mileage 
built. Only the Eric Canal which was deepened in 1903 remained of com¬ 
mercial importance. Shipping on the Great Lakes, however, showed a 
marked increase. The lakes were favorably situated on important routes 
of trade and carried mostly heavy freight. The average per bushel rates 
of transporting wheat from Chicago to New \ork City in 1910 were 
5.1 cents bv lake and canal, 6.6 cents by lake and rail, and 9.6 cents by 
all rail.' 0 

Shortly after 1900 successful experiments were made in applying the 
internal-combustion engine to transportation. The Model 1 Ford car 
appeared in 1909. Rapid progress was made in the development of both 
passenger cars and trucks, both of which were soon to provide a new and 
important source of transportation. 

Crop and Livestock Production 

From I860 to 1914 crop and livestock production made marked changes 
in three directions: great expansion, shifts in geographical location, and 
efforts to control loss and improve quality. 

Crops. The combined influence of rapid land settlement, increasing 
use of machinery, and extension and improvement of transportation 
facilities resulted in an unprecedented increase in crop production. From 
the end of the Civil War to 1885, the harvested acreages of corn, wheat, 
oats, barley, and tame hay doubled; by 1910 acreage of corn and wheat 
had trebled, oats had expanded to four times and barley to six times. The 
acreage of rye had doubled. Data on production of these crops show 
their relative volume and the increase for each (Table 5). Production 
of cotton and tobacco was so badly disrupted bv the Civil War that the 
prewar figures were not again reached until 1879. From then until 1914, 
cotton production increased three times and that of tobacco more than 
twice. Potatoes, a food crop, increased three times during the entire 
period, and flax, a new crop, expanded production rapidly until 1900 
(Table 6). 

The settlement of lands farther to the west and under different physical 
conditions resulted in a period of trial and error as to what crops were 
adapted. The introduction of new varieties helped to solve the problem 

"Ibid., p. 538. 



40 AN INTRODUCTION TO AGRICULTURAL ECONOMICS 

of adaptation. Competition of products from different areas gradually 
forced a major reliance in each area upon those crops adapted to the 
conditions and which could be marketed to the best advantage. By the end 
of this period these adjustments had resulted in a considerable amount of 
regional specialization. 


Tadi e 5. Production of Grain Crops, United States, 1860-1914* 
(In Millions of Bushels) 


Year 

Corn 

Wheat 

Oats 

Barley 

Rye 

1860 

1870 

1880 

1890 

1900 

1910 

1914 

838.8 

760.9 

1.754.6 

2.122.3 

2.666.3 
2,552.2 

2.523.7 

173.1 

287.7 

459.5 

468.4 

658.5 

683.4 

897.4 

172.6 

282.1 

407.9 

809.3 

943.4 
1,007.1 
1,066.3 

15.8 

29.8 
44.0 
78.3 

119.6 
173.3 

177.7 

21.1 

16.9 

19.8 

28.4 
25.6 

29.5 
42.1 


•Source: Census data 1860-1910, from U.S. Department of Agriculture Yearbook, 1942 
and 1920. Crop estimates data for 1914, from 1942 Yearbook. 


Table 6. Production of Selected Crops, United States, 1860-1914* 


Year 

Cotton 
(thousands 
of bales) 

Tobacco 
(millions 
of lb.) 

W - 

Potatoes 
(millions 
of bu.) 

Flax 
(millions 
of bu.) 

Tame hay 
(millions 
of tons) 

1860 

3,841 

434.2 

111.1 

0.6 

19.1 

1870 

3,012 

262.7 

143.3 

1.7 

27.3 

1880 

5,755 

472.7 

169.5 

7.1 

35.1 

1890 

7,473 

488.3 

217.5 

10.2 

66.8 

1900 

9,535 

868.1 

273.3 

20 0 

53.8 

1910 

10,649 

1,055.8 

389.2 

19.5 

68.8 

1914 

16,112 

1,036.7 

368.2 

13.7 

65.8 


. 1 C rn r -: ,wr,,w , ,rom u ^- department of Agriculture Yearbook. 1942 

and 1920. Crop estimates data for 1914, from 1942 Yearbook. 

Space will permit mention of only the general trends of major crops 
from the beginning to the end of the period. Just before the Civil War 
wheat was grown most extensively in a belt from New York and Penn¬ 
sylvania on the east to Wisconsin and Illinois on the west. Wheat is a 
pioneer crop, will grow in areas of limited rainfall, and because of its 
value will stand the cost of long shipment. During the period wheat pro- 
duct.on was unwed in the earlier areas, but the center moved westward 
o the Great Plains spring wheat being grown in the Northern states, 
and winter wheat farther south, centering in Kansas. A third area de- 
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veloped in the Far West where the crop was grown under dry-farming 
methods. These areas of heaviest production constituted the Wheat Belt. 

Corn acreage was greatest in 1860 from Ohio west to Illinois and in 
southern Iowa and northern Missouri. The eastern part of the area doubled 
its production while expansion carried westward. Production in Iowa in¬ 
creased seven times. By 1880 the intensive Com Belt was well defined as a 
rough triangle extending from southeastern Ohio to southeastern South 
Dakota, south to the Nebraska-Kansas line, and cast to the starting point. 

Oats, which had been rather widespread east of the Mississippi River 
and north of the Ohio, moved westward to the 100th meridian, thence 
northward to the Canadian border. Oats is a feed rather than a cash 
crop and docs best in a cool, moist climate. It was nowhere a major crop 
but came to be widely distributed in the Wheat Belt and Corn Belt with 

w 

heaviest concentration in Iowa, Illinois, Minnesota, and Wisconsin. 

Native grasses furnished much of the hay during the period of settle¬ 
ment. As more of the land was cultivated and rotations established tame 
hays were used more widely. As a feed crop tamc-hay production was 
widespread over the upper Mississippi Valley, the Lake region, and east¬ 
ward to the Altantic Coast. 

Rye, a minor crop, is often a substitute for wheat but is somewhat 
hardier. Its production shift was from Pennsylvania, New York, New 
Jersey, and Kentucky as chief producers to the northern fringe of the 
primary Wheat Belt. Flax, a pioneer crop of minor importance, centered 
in New York and Ohio in 1860. Its growing area moved westward and 
northward and by 1909 coincided with the spring-wheat area. 

Potatoes were widely grown over the northeastern quarter of the 
country in I860, with heaviest production in New York and New 
England. Production was largely for local consumption. During this 
period production expanded at about the same rate as population. Because 
potatoes grow best in a cool, moist area, expansion in production was 
mainly west and north, and commercial production became important in 
limited areas. On the East coast production of early potatoes developed, 
with main crop areas in Maine, western New York, Michigan, Wisconsin, 
and Minnesota. 

By 1860 the area of the Cotton Belt had been defined. Later adjustment 
carried cotton production farther west in Texas and into Oklahoma. The 
disruption of production, of the plantation system, and of the labor force 
by the Civil War brought about a period of drastic readjustment, par¬ 
ticularly in the intensive cotton areas. As production was renewed under 
a system of cropper tenancy and on small farms, lack of capital, high in¬ 
terest rates, and low prices for cotton retarded recovery. Some westward 
extension of area, more use of fertilizer in older producing areas, and an 
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average annual Dec. 1 farm value of the cotton crop of 537 million dollars 
for the decade 1900 to 1909, as compared with an average of 270 million 
dollars through the eighties and nineties, served to restore the financial 
position of the Cotton Belt. 

Tobacco, which was grown mostly in the Border states, was also 
affected by the Civil War, but to a lesser extent than cotton. The states 
producing tobacco did not change greatly. Of the six highest producing 
states in 1860, Virginia, Kentucky, Tennessee, Maryland, North Carolina, 
and Ohio, five were still in the same category in 1914. The emphasis, how¬ 
ever, had changed, the leadership passing from Virginia to Kentucky. 
Tobacco is a cash crop with high labor requirements. The acreage per 
farm is limited, and it is usually grown in a system of general farming. 
Because of the commercial importance of tobacco and the way it is grown, 
the area is often designated as a Tobacco and General Farming area. This 
area extends from cast to west south of the Ohio River and east of the 
Mississippi River. 

During the period new crops were coming into commercial importance. 
Among these were citrus fruits in Florida and California; other tree fruits 
in the Pacific, Lake, and Middle Atlantic states; grain sorghums in the 
southern Great Plains; peanuts in the South; and vegetables in New 
England and along the Atlantic Coast. 

Livestock. Changes in livestock numbers helped to shape the agricul¬ 
ture of the period. The numbers of cattle and sheep doubled, hogs in¬ 
creased 50 per cent, and horses and mules threefold (Table 7). 

Even more striking than the increase in numbers of livestock were 
their geographical shifts. By 1860 cattle were found in all the settled areas; 
they were most numerous north of the Ohio River and in Texas and 
California but had not reached the Great Plains. Texas had become a great 
breeding area. The range-cattle industry on the Great Plains developed 
from 1870 to 1885. Great numbers of cattle, 600,000 in 1871, 17 were 
moved from Texas over the cattle trails to the northern grazing areas from 
which they were shipped by rail either to the Corn Belt for finishing or 
direct to market. The Corn Belt thus became a great grain-feeding area 
for western cattle. By 1900 nearly all the western territory was stocked 
to capacity. After 1894 the changes were chiefly in quality and pro¬ 
duction. 

In the Northeastern states dairy cattle replaced beef cattle after 1880. 
The emphasis was upon production of fluid milk to supply the growing 
industrial centers. Farther west, in the northern Corn Belt and Lake states, 
another dairy area was developing with emphasis on butter. From 1891 
to 1895 the three Middle Western butter markets of Chicago, Milwaukee, 

“The Western Range, p. 121. Senate Document 199, 1936. 
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and St. Louis received an average of 163 million pounds of butter an¬ 
nually. By 1914 receipts at these markets were 345 million pounds. Fluid- 
milk'production was growing also as cities developed. Thus was estab¬ 
lished the dairy region from the Lake states cast, north of the mam 
Corn Belt. 


Table 7. Numbers of Livestock, United States, 1860-1914* 

(In Millions) 


Year 

Cattle , 

Hogs 

_1 

Sheep 

Horses 1 

Mules 

1860 

25 6 

33.5 

22 5 | 

7. 

4 

1870 

25.5 

26 8 

40 9 

8 2 1 

1.2 

1880 

33.3 

34 0 

40 8 

11.2 

1.7 

1890 

52 8 

51 6 

44 3 

14 2 

2.3 

1900 

59.7 

>1 1 

48 1 

17 9 

3.1 

1910 

59 0 

48 1 

50 2 

20 0 

4.2 

1914 

59.5 

52 8 

43 1 

| 21.3 

4.9 


* Source: Census data, 1860. Livestock estimates for other years, from U.S. Department of 
Agriculture Yearbook , 1942 and 1920. 

Hog production has followed closely the heavy areas of corn growing. 
In 1860 Indiana was the leading state in numbers of hogs with Illinois, 
Missouri, Tennessee, Kentucky, and Ohio close behind in the order 
given. Following the Civil War expansion was rapid in the upper Missis¬ 
sippi Valley, then pushed into the western part of the Corn belt. After 
1890 production increased in the butter-producing dairy region north of 
the Corn Belt. Meantime hogs declined in numbers in the East. Thus the 
feeding of hogs and beef cattle furnished the Corn Belt an outlet for its 
major crop, corn, a minor part of which was marketed commercially. 

Sheep production in 1860 was heaviest in Ohio and New York with 
rather wide distribution cast of the Mississippi with areas developing in 
the Southwest and Far West. Numbers in the Eastern states declined, 
while those in the West and Southwest expanded until 1884. After that 
date competition with cattle, overcrowding of the range, and the ad¬ 
vancement of settlement restricted the sheep population. Feeding areas 
for sheep and lambs developed in the Com Belt. By the end of the period 
three systems had evolved: small flocks on farms east of the Great 
Plains; large bands on extensive range in the Great Plains areas; and 
fattening in irrigated areas and in the Corn Belt. In the Great Plains and 
Mountain regions with extensive pasture areas livestock predominated, 
with meat animals and wool as the primary products. 

Throughout this period horses and mules were the major source of 
farm power. Numbers followed closely the expansion of harvested crop 
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acreages. The increasing use of machinery called for additional power. 
Mules were most numerous in the Southern states. Feed to maintain horses 
and mules and to produce replacements by 1914 required the production 
of 76 million acres for those on farms and 14 million acres more for those 
used for other purposes. 18 

Chickens made up the major part of poultry production. By 1860 pro¬ 
duction for meat had developed near cities. Eggs from the Middle West 
were shipped in barrels to the East, packed in cut straw. Three major 
producing areas gradually developed: an extensive section in the Missis¬ 
sippi Valley where surplus products came mainly from grain and live¬ 
stock farms; the Northeastern states with many large and specialized 
poultry farms; and the Pacific Coast states with extensive development of 
commercial production. 

Control of Losses and Improvement of Quality. As commercial farming 
developed added attention was given to a third type of change, that of 
reducing losses and improving quality. These two objectives were closely 
related and were worked out in several directions. Among these changes 
may be noted improvements in the breeding of livestock as illustrated 
by the replacement of the Texas longhorn by beef breeds and the growth 
of the purebred livestock industry. Similarly, crops were improved 
through the introduction of better adapted strains. Insect damage was be¬ 
coming serious on fruits and vegetables and the boll weevil on cotton. A 
beginning of control measures introduced spraying of fruits. Control 
measures for livestock losses were applied to scabies in sheep, the tick on 
southern cattle after 1906, and the use of protective serum and virus in 
1913 for hog cholera. The use of improved equipment, such as the refrig¬ 
erator car and the cream separator, made for better quality of products. 
More attention was given to the restoration of depleted soils. The ad¬ 
justment of agricultural production to market demands had begun. 

Throughout the half century from 1860 to 1914, agricultural produc¬ 
tion expanded both geographically and intensively. Through repeated 
adjustments each part of the country developed its major line of produc¬ 
tion, which in most cases was supplemented by several minor products. 
Thus developed numerous types of farming, each seeking to use to advan¬ 
tage its natural and economic conditions. Methods of production were 
improved particularly after the work of the agricultural experiment sta¬ 
tions began to bear fruit. 

Growth of Population and Markets 

Markets for farm products were greatly enlarged as a result of the rapid 
growth of population, its concentration in industrial centers, the transfer 

” Cooper et al. y op. cit. y p. 24. 
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of agricultural processing to factories, the westward shift of receiving 
markets and processing centers, and changes in marketing organization. 
The total population increased more than three times from 1860 to 1910, 
while the farm population doubled (Table 8). Immigration had a marked 
influence on this increase. In the decade 1861 to 1870, 2.3 million immi¬ 
grants were admitted; succeeding decades brought 2.8 million, 5.2 million, 
3.7 million, and 8.8 million in the decade 1901 to 1910-a total of 22.8 mil¬ 
lion in 50 years. 1 ” While all did not remain, they added materially to the 
population and working force. The growth of nonagricultural population 
provided a market for food and fiber products. 

Table 8. Population Growth, Total and Agricultural, I’nited States, 1860-1910* 


Year 

Population 

(thousands) 

Farm 

population 

(thousands) 

Per cent of 
gainfully 
employed 
persons in 
agriculture 

— -- | 

Number 
of states 

I860 

31,433 

15,141 

•• 

33 

1870 

38,558 

18,373 


37 

1880 

50,1 S6 

22.981 

62 

38 

1890 

62,948 

26,379 

59 

44 

1900 

75,995 

29,414 

54 

45 

1910 

91,972 

32,077 

50 

48 


• A Chronology of American Agriculture, 1790-1940. 


Population 



m 

50,000-100,000.. 

100,000 250,000.. 

30 

14 

40 

22 

59 

31 

250,000-500,000.1 

ara 

9 

11 

Over 500,000... 

H 

6 

8 


The great industrial development of the period led to the growth of 
cities. In 1860 the country had 141 cities with a population of 8,000 or 
more.™ Both the number of cities and their populations increased. By 1890 
more than 160 cities exceeded 10,000. The growth of larger cities during 
the latter years of the period was as shown in the accompanying table. 21 

The transfer of manufacturing from the home to the factory was well 
under way in 1860. Farm cheese making, however, was at its height but 
" Statistical Abstract of the United States, 1947, p. 106. 

** Bogart and Kcmmcrer, op. cit., 1947, p. 368. 

"Statistical Abstract of the United States, 1947, pp. 11-13. 
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by the end of the century had largely gone to the factories. Butter pro¬ 
duction on the farm remained longer; 518 million pounds were reported 
in 1899. Twenty years later this amount was reduced nearly one-half. 22 
The shift of processing to the factories provided a better and more uni¬ 
form product and left the farm family free to devote their efforts to 
producing and marketing the raw products. It represented another step in 
the commercialization of agriculture. 

As agricultural production moved westward, new market centers arose. 
T his shift of receiving centers was aided by a freight-rate structure which 
favored shipment of finished products; and for perishable goods the shift 
was aided by the refrigerator car. Thus the center of flour milling shifted 
from Rochester, N.Y., to Chicago, thence to Minneapolis. Chicago re¬ 
mained the greatest grain trading center. Other markets important in the 
grain trade were St. Louis, Duluth, Milwaukee, and Toledo. The building 
of western railroads made Chicago the center of the slaughtering and meat¬ 
packing industry. Other important centers developed at East St. Louis, 
Omaha, Kansas City, and Indianapolis, all located adjacent to areas of 
heavy hog or cattle production or feeding. Sheep were also handled 
through these markets, but wool, a nonperishable product of high value, 
was shipped cast to mills in New England, Pennsylvania, and New York. 

I he markets for dairy products depended upon their form. Fluid milk 
went to nearby cities, but butter markets in order of receipts were Chi¬ 
cago, Boston, St. Louis, San Francisco, and Milwaukee. In egg marketing, 
Chicago, St. Louis, and Cincinnati led in the Middle West, New York and 
Boston in the East, and San Francisco in the Pacific area. For tobacco 


Louisville became the leading market center. New Orleans was long the 
major outlet for cotton until surpassed by Galveston. In the eastern Cotton 
Belt, Savannah, Norfolk, and Charleston were the chief shipping centers. 

Except for cotton, the major part of this greatly increased commercial 
production was used within this country. Cotton exports were resumed 
after the Civil War and averaged nearly 2 million bales annually from 1866 
to 1875. Exports mounted steadily each decade to an average of 9.3 million 
bales from 1911 to 1915, when exports represented 69 per cent of the 
crop. 23 Tobacco exports followed a similar trend, increasing from an 
annual average of 140 million pounds in 1862 to 1866 to 334 million for 
1907 to 1911. In the latter period exports were 38 per cent of production. 24 

For food products domestic consumption took a large part and less was 
exported. Wheat was the chief grain export. Shipments abroad, both as 

C. W. Larson et al. t The Dairy Industry. U.S. Department of Agriculture 
Yearbook, 1922, p. 312. 

“Statistical Abstract of the United States, 1947, p. 669. U.S. Department 
° *4 gr*. ture Yearbook , 1920, p. 816 . 

" Statistical Abstract of the United States, 1947, p. 672. 
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grain and flour, mounted from 29 million bushels annually, 1862 to 1866, 
to 197 million, 1897 to 1901, then declined to 116 million, 1907 to 1911. At 
the high point 35 per cent of the crop went into export, but at the end of 
the period this proportion had dropped to 15 per cent. 35 Exports of corn 
were never important. For 5 years in the late nineties they accounted for 
8 to 10 per cent of the crop, but in most years, for less than 3 per cent.-'’ 

Exports of pork and lard reflected the expansion of corn production. 
Exports of pork increased sharply from 1869 to the end of the century, 
then declined to the end of the period. Lard exports followed a similar 
upward trend until 1909, then dropped somewhat. The two products 
together represented a little more than 12 per cent of hog production in 
the latter years of the period.- 7 

Exports of other grains represented less than 5 per cent of annual pro¬ 
duction. Production of wool and sugar was inadequate for domestic needs. 
The dollar values of all agricultural exports increased sharply during the 
period, but their proportion of all United States exports dropped. 28 


Period 

Annual value (millions) 

Per ccnr of all exports 

1855-1860 

*229 

82.4 

1875-1880 

526 

78.8 

1895-1900 

752 

66.4 

1905-1910 

963 

54.9 


These figures emphasize further the rapid industrialization of the country 
and the growing domination of industry over agriculture. 

This growth of industry was in part built upon agricultural raw ma¬ 
terials. Of the 11 leading industries in 1860, based upon value of their 
products, seven used raw materials of farm origin, and the value of their 
finished products was 73 per cent of the total for the 11 industries. In 1900, 
six of the 11 leading industries used farm products, the value of which in 
finished form equaled that of the five nonagricultural industries. In 1914, 
five of the 11 leading industries used farm products, the finished value 
of which slightly exceeded that of the other six. These five industries in 
1914 were slaughtering and meat packing, flour and grist-mill products, 
cotton goods, boots and shoes, and bread and bakery products. 20 

“C. R. Ball et al. y Wheat Production and Marketing, U.S. Department of 
Agriculture Yearbook, 1921, p. 154. 

* Ibid., p. 204. 

51 E. Z. Russell et al., Hog Production and Marketing, U.S. Department of 
Agriculture Yearbook, 1922, p. 248. 

**A Chronology of American Agriculture, 1790-1940. 

" Bogart and Kcmmerer, op. cit ., 1942, p. 531. 
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While the expansion of domestic markets absorbed a large part of the 
greatly increased production, and foreign markets took the surpluses, the 
prices received by producers were not satisfactory. The Civil War had 
caused a rapid and sharp price increase which stimulated production. 
Obviously the more farm production shifted to a commercial basis, the 
more important were the prices of products sold. From the peak of war 
prices in 1864 the general price level fell with only slight interruptions 
until 1893, at which time prices were only one-third of those at the peak. 
1 he general price level is a weighted average of a large number of prod¬ 
ucts, both industrial and agricultural. During this period of price decline 
depressions occurred in 1865-1866, 1873-1879, 1884-1886, and 1893-1897. 

Prices of farm products fared even worse. Expansion in production was 
too rapid for normal absorption; hence for considerable periods in the 
seventies, the eighties, and the nineties, farm-product prices were forced 
even lower than the falling general price level. These situations led to 
widespread discontent among farmers. This discontent was expressed in 
the Granger movement of the seventies and in farmer support of the 
Greenback movement of the eighties and of the Free Silver movement of 
the nineties. From the mid-nineties to 1914 the general price level rose, and 
the disparity of farm prices narrowed, relieving the cause of discontent. 

Another result of the growing commercialization of agriculture was the 
development of markets on a national basis. This was made possible 
through the organization of facilities for wholesale marketing. The Chi¬ 
cago Board of Trade had been established in 1848, the New York Produce 
Exchange in 1850, and the Merchants’ Exchange of St. Louis in 1854. In 
1870 and 1871 cotton exchanges were formed in Liverpool and London 
and in 1872 in St. Louis. Wholesale markets developed in the leading 
market centers, storage facilities were provided, and grading systems were 
established as a basis for buying and selling. Future trading was established 
on the produce exchanges. 

The net effect of the great expansion of production and resulting price 
situation went beyond the discontent of producers. It furnished vast sup¬ 
plies of raw materials at low cost to city populations and to factories for 
processing. The exported surpluses, moreover, resulted in ruinous prices 
and falling land values in those importing countries which had no protec¬ 
tive tariff barriers. 30 

Farmers’ Organizations 

Following the Civil War agricultural societies, such as had developed 
earlier on a local basis, were organized in great numbers and on a broader 
scope. These societies provided the means of expressing protest against 

*° Everett E. Edwards, American Agriculture—The First 300 Years, p. 240. 
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the unfavorable economic conditions. The decline in prices of farm prod¬ 
ucts has been noted; its causes were not understood. Complaints were of 
many kinds. Farmers were in debt; loans were hard to get and interest 
rates high; taxes were heavy. Farmers bought machinery and other sup¬ 
plies in a highly protected market and sold their products in a free world 
market. They suspected the fairness of grading practices used by elevators 
and speculators; they distrusted the speculative practices on the produce 
exchanges as affecting their prices. They saw the growth of big industries 
that processed their products and manufactured their machinery. They 
were aware of high and discriminatory rates and other abuses bv the 
railroads. Surely, they reasoned, their hardships must be the result of 
exploitation by business interests. 

Regional groups of societies held conventions in the early seventies, but 
failed to unite in a common program. In 1867, the Patrons of Husbandry 
or the Grange, as it was popularly known, was organized in Washington, 
D.C. Its aim was to improve the economic and social conditions of agricul¬ 
ture. The movement spread rapidly, and by 1875, 858,050 members were 
reported. 11 Its efforts to redress the wrongs through cooperative efforts 
took several directions. Marketing of crops and livestock was undertaken; 
stores were established to handle merchandise, banks to provide credit to 
farmers at low rates of interest, factories to manufacture machinery, and 
processing plants to utilize dairy products, linseed oil, and cotton, and to 
pack pork.” Most of these enterprises failed because of lack of capital, 
experience, and ability of the Grangers to work together and because of 
outside competition. The Grange also militated against abuses by railroads 
and in several states secured measures for legislative control. After 1875, 
the organization declined rapidly in membership but continued coopera¬ 
tive activity in more restricted lines. From the low point in membership 
in 1889 of about 100,000, a rather steady increase took place, until by 1914 
more than 500,000 members were reported.” 

In the eighties the Farmers' Alliance, composed of one group in the 
Northwestern states and another in the South, undertook cooperative 
action, mainly in marketing farm products and purchasing supplies For 
several years these efforts proved successful, but that to provide credit 
failed. Emphasis upon political action at the national level proved to be 
the undoing of the organization. 

In 1902, two groups were organized, the American Society of Equity 
and the Farmers’ Union. The first attempted through organization and 

David Edgar Lindstrom, American Farmers’ and Rural Organizations, p. 

" Edwards, op. cit., p. 244. 

“ Lindstrom, op. cit., p. 165. 
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cooperative action to gain control of the marketing of farm products. 
Other objectives were added later. The Farmers’ Union spread first in the 
South and later into the Northwest and Middle West. Its activities were 
directed toward the marketing of farm products, purchase of supplies, and 
agitation for regulatory laws of various kinds. 34 Membership growth was 
rapid and numbered nearly 400,000 by 1914.” 

During this period farmers’ organizations were many, their activities 
diverse, and for the most part short-lived and sporadic. Their greatest 
weaknesses arose from lack of a sound organizational structure and at¬ 
tempts to develop widely diverse activities too rapidly without a sound 
business basis. Nevertheless they showed the advantages of organized ac¬ 
tion and through trial and error laid the groundwork for cooperative 
enterprise in agriculture. 

Agricultural Education 


I he year 1862 was a significant one for agriculture. In addition to the 
Homestead Act providing free land, that year also saw the passage of the 
Morrill Act providing Federal support for agricultural colleges and the 
act creating the U.S. Department of Agriculture. 

Agricultural Colleges under the Morrill Act. By 1860 several states had 
established colleges of agriculture. For several years there had been agita¬ 
tion for Federal support of agricultural colleges. In 1862 under the Mor¬ 
rill Act Congress approved land grants to provide an endowment for the 
establishment in each state of "at least one college where the leading object 
shall be, without excluding other scientific and classical studies, and in¬ 
cluding military tactics, to teach such branches of learning as arc related 
to agriculture and the mechanic arts.” 36 Further acts in 1890 and 1907 pro¬ 
vided additonal Federal support to these “land-grant” institutions. By 1893 
colleges had been established in all the states and territories. 37 

Progress was slow during the early years. Income from land grants was 
isappointing; politics often influenced the organization and administra¬ 
tion of colleges; state support was erratic; there was a dearth of qualified 
instructors and of text materials; the type of curriculum was unsettled. 38 
and the number of students enrolled 'was small. 38 Emphasis was placed 


u lbid., pp. 120-122. 

" Ibid., p. 208. 

“Upslanon Affecting Land-Grant Colleges, U.S. Department of Agricul- 
ture, p. 2 . Miscellaneous Publication 384, 1939 . 

" Hibbard, op. cit., pp. 335-337. 

” Edwards, op. cit., p.254. 

q ” Alf ™ Ci I arleS True ’ A Hisror y of Agricultural Education in the United 
States, 1785-1925, pp. 149, 220, 240-275. 
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upon farm practices, often including manual work of the students. To 
provide teaching materials and to answer questions of farmers, experi¬ 
mental work was quite generally undertaken by the stafF. From these 
efforts the experiment stations were later developed. Extension teaching 
was inaugurated as early as 1892 to carry information on improved meth¬ 
ods to those outside the institutions. Encouragement was given to agri¬ 
cultural education in schools below the college level. 

By about 1900 the agricultural colleges came into their own. Improve¬ 
ment in the economic situation of agriculture strengthened their position, 
and the results from experimental work were providing a strong basis of 
subject matter. More adequate support, staff, and equipment; a greater 
degree of specialization; more students; and a rising general interest com¬ 
bined to provide a rapid increase in grow th and influence. By 1914 many 
lines of departmental specialization were developed, including a beginning 
in the economic and social phases of agriculture. Through laboratories, 
libraries, and broadened curriculums a high level of scientific instruction 
had been developed, and these institutions had at last realized the plans 
of their early founders. 

The U.S. Department of Agriculture. Although the Department of 
Agriculture was organized in 1862, its work dated from 1839, when 
Congress appropriated Si,000 to the Patent Office for the “purpose of 
collecting agricultural statistics, conducting agricultural investigations, 
and distributing seeds.”' 0 The last of these objectives became a major 
activity, although numerous types of investigation were undertaken. 

The immediate objectives of the new Department of Agriculture, as 
outlined by the first Commissioner, were:" 

(1) Collect, arrange, and publish useful agricultural information; (2) col¬ 
lect and introduce valuable plants, animals, and seeds; (3) answer the in¬ 
quiries of farmers, and be guided by them in selecting subject matter for 
publication; (4) test by experiment the use of agricultural implements and 
the value of seeds, soils, manures, and animals; (5) undertake the chemical 
investigations of soils, grains, fruits, vegetables, and manures, publishing the 
results; (6) promote botany and entomology; and (7) establish a library and 
a museum. 

The work of the Department began with a budget of $64,000. It was 
primarily a research organization, with its activities developing in many 
directions. By 1889, when the Department was given Cabinet status, the 
budget exceeded a million dollars. Plant introductions and adaptations 

** Edwards, op. cir ., p. 247. 

" T - Swann Harding, Some Landmarks in the History of the Department 
of Agriculture, p. 36. 
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were important, especially to the developing western country; among 
these were the navel orange from Brazil, durum wheat from Russia, and 
Egyptian cotton. 42 Regulatory work was added to the activities. By 1897 
the Department was organized in 14 bureaus and divisions with 2,444 em¬ 
ployees. By 1912 the number of employees was 13,858. 43 The major lines 
of activity up to the end of this period may be grouped under the follow¬ 
ing broad headings: plant exploration and adaptation, breeding better 
plants and animals, battles against livestock diseases, application of chemis¬ 
try to agriculture, insect control, control and care of national forests, 
cooperation with the state agricultural experiment stations, administration 
of pure food laws, maintaining the weather services, supplying economic 
information, and the beginnings of agricultural marketing work. 44 

Agricultural Experiment Stations under the Hatch Act. In 1887 Congress 
passed the Hatch Act providing for Federal support of state agricultural 
experiment stations. The beginnings of agricultural research developed in 
the colleges as a supplement to teaching and related largely to studying 
rhe chemical composition of fertilizers. 45 Growing out of this work and 
prior to 1875 work had been undertaken in 14 states toward the establish¬ 
ment of institutions for agricultural research. From 1875 to 1888, seven of 
these states and seven others had passed legislation to establish experiment 
stations on a state basis without Federal aid, and in 13 other states research 
work was being carried on without stations being organized. 46 The Hatch 
Act thus provided Federal support to a wide variety of research already 
under way. The Act provided also for the Office of Experiment Stations in 
the Department of Agriculture, which coordinated the work of the De¬ 
partment with that of the states. 

During the first few years the work of the stations was diffused among 
too many small and superficial studies. 41 From state to state much variety 
prevailed as each emphasized its local problems. By the end of the century 
a substantial core of tested knowledge had been accumulated, better equip¬ 
ment and more trained personnel became available, and a real science of 
agriculture was developing. 46 The lines of work involved studies in the 

‘’Edwards, op. cit., p. 251. 

44 Alfred Charles True, A History of Agricultural Experimentation and Re¬ 
search m the United States, 1607-1925, p. 190 . 

Arthur P. Chew, Response of Government to Agriculture. 

tt • History of Agricultural Experimentation and Research in the 

United States, 1607-1925, p. 141 . 

"Ibid., pp. 67-118. 

"Ibid., p. 136. 

"Ibid., p. 136. 
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fields of agronomy, horticulture, forestry, nutrition, animal husbandry, 
veterinary science, dairying, agricultural technology and agricultural engi¬ 
neering; verification and demonstration experiments; studies of agricul¬ 
tural resources; inspection and control work; and dissemination of in¬ 
formation. 49 In addition to published results some extension work was 
done by those engaged in research. 

During this period the agricultural colleges, the Department of Agri¬ 
culture, and the agricultural experiment stations developed from bare 
beginnings to substantial organizations. Time was required for their de¬ 
velopment. Widespread popular appreciation, moreover, did not appear 
until the tillable free land had been taken up and further expansion of 
production had to depend on improvements of the existing farm plant. To 
the end of this period, the major emphasis both in teaching and research 
was on production-a continuation of the trend of the previous century. 
The trend remained; its direction shifted slightly from the extensive to 
the intensive phases of agriculture. 

Summary 

The period from 1860 to 1914 was initiated by the Civil War which 
stimulated the agriculture of the North and disrupted that of the South. 
Distribution of the public domain was accelerated under the Homestead 
and related acts and the generous land grants, with the attendant extrava¬ 
gant exploitation of timber and mineral resources and the disappearance 
of arable free land. Improved farm machinery was invented and pressed 
into use as the tide of settlement moved westward. The railway net was 
completed providing outlets for commercial farming and shifting the 
markets for products. Total farm production expanded greatly; through 
adaptation to natural conditions a pattern of regional specialization arose 
for major products. Falling prices of farm products resulted from too 
rapid expansion. Population expanded rapidly with heavy concentration in 
industrial urban centers, affording large domestic markets and big busi¬ 
ness consolidation. Exports increased sharply until 1900 after which a 
better balance appeared. Through organization farmers sought to express 
their discontent and to better their economic position. Institutions for 
teaching and research in agriculture were developed, and a scientific basis 
was established. 

From the period were left even greater problems than at the beginning 
in land use, erosion control, and conservation of resources. New problems 
appeared of overproduction, need of more adequate credit facilities, and 
the dominance of industrial interests. 

"Ibid., pp. 141-164. 
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QUESTIONS 

1. What changes in agriculture resulted from the Civil War? 

2. What was the Homestead Act? To what part of the country did it 
apply? How successful was it? 

3 \ TraCC thC effcCtS Up ° n a S ricu,ruraI development of ( a) the land policy; 
(/;) the development of farm machinery; (c) the changes in transportation 
methods; (d) the development of domestic markets; ( e) the beginning of 
farmers organizations. 

4. What agricultural education agencies were provided in this period? 

5. What were the objectives and spheres of activity of each? 

6. YVhcn did the agricultural frontier disappear? 

7. What difficulties confronted American agriculture in the seventies, 
eighties, and nineties? 

8. What causes contributed to these difficulties? 

9. Explain the farmer’s interest in foreign trade during this period. 

10. What arc agricultural surpluses? When did they begin? What caused 
them? 

11. How may the more balanced condition of agriculture from 1900 to 
1914 be accounted for? 

12. The period 1910 to 1914 has been widely used as a base period in agri¬ 
culture. Was it a good base period? Why or why not? 
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Chapter 4. AGRICULTURAL ADJUSTMENTS 
TO WAR AND PEACE, 

1914 TO 1950 


Agriculture and Business Activity 

The significance of the changes which have affected the agriculture of 
the United States since 1914 may be more clearly portrayed by relating 
these changes to a longer time viewpoint reaching back to 1860. The in¬ 
creasing degree of commercialization of agriculture from 1860 to 1914 
served to tie the economic conditions of agriculture more and more closely 
to those of nonagricultural lines which absorbed its products and furnished 
its industrial supplies. The chart showing business activity and wholesale 
prices since 1860 graphically portrays the conditions which prevailed in 
industry (Fig. 3). 

The central or normal line on the chart indicates the computed long¬ 
time normal rate of business activity corrected for changes in population. 
The shaded areas above this normal line represent periods in which the 
rate of activity was greater than usual, or periods of prosperity. Similarly 
the shaded areas below this line show periods in which business activity 
was less than usual, or periods of depression. 

The intensity of the prosperity or depression periods is indicated by 
the height of the shaded areas above or below the base line, and their 
length by the years covered horizontally. Thus business, like agriculture, 
has not progressed on an even keel but has been subject to frequent and 
sometimes violent ups and downs. The particular causes of these alternat¬ 
ing periods of prosperity and depression need not concern us here. 

The line of wholesale prices on the chart is popularly called the “gen¬ 
eral price level.” At the present time this group of wholesale prices in¬ 
cludes more than 900 commodities, agricultural and nonagricultural, each 
weighted in proportion to its value from a national viewpoint. In general, 
agricultural prices follow the trend of the general price level, although 
prices of individual farm products or whole groups of products fre¬ 
quently vary from it for limited periods. The general price level as shown 
on the chart is constructed with the price level of 1929 equal to 100 on the 
price scale. Three periods are shown in which prices exceeded 160 per 
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cent of the base average; these were during war periods-the Civil War, 
World War I, and World War II. Following the Civil War the price level 
followed an irregular downward trend until 1896, then slowly upward 
until the sharp rise in World War I. The prosperity periods in business 
activity have usually been associated with short periods of stable or rising 
prices, and the depression periods with falling prices. Thus the periods of 
agricultural distress in the seventies, the eighties, and the nineties coincided 
with periods of business depression. 

Following 1914 the general economic situation affected agriculture even 
more directly. Farming, already largely commercialized, went through a 
rapid process of mechanization which made it still more dependent upon 
industry. The changes in business activity and in the general price level 
after 1914 took place rapidly and were more violent in character than 
those before. The rapidity of these changes created difficulties for farmers 
inasmuch as agricultural production is largely biological and cannot be 
adjusted rapidly to changing conditions. Thus the short space of 35 years 
included the stimulation of World War I, the drastic price drop of the 
twenties, the prolonged and severe depression of the thirties, and the 
longer and more intensive stimulation of World War II. 

The stimulation of a war period upon agriculture is far reaching. De¬ 
mand for raw materials (farm products) rises rapidly. Production cannot 
Keep pace, and prices rise sharply if not controlled. High prices call forth 
greater effort, and more machinery and fertilizer are used in an effort to 
increase production. Meanwhile, because costs of production lag, produc¬ 
tion is highly profitable. Land values are bid up, many farms change hands, 
and mortgage debts increase. The farmers’ level of living rises. 

A depression period reverses the process. Demand shrinks, but produc¬ 
tion cannot be quickly reduced, and prices fall, reducing farm income. 
The farmers’ purchasing power is lessened and taxes, interest, and debt 
payments weigh heavily. Mortgages arc hard to refinance. Land values 
decline, and the market dries up. These conditions force a reduction in 
Jiving levels and in many cases the loss of the farm. 

Upon this general background the adjustments of agriculture to war and 
peace will be portrayed, first by following chronologically the general 
story of farm production, prices, and income, and efforts to secure and 
apply remedial action through legislative channels; then by examining 
separately the effects upon agriculture of changes in farm mechanization, 
agricultural education and research, farmers’ organizations, transportation, 
land policy, and crop and livestock production. 

Farm Production, Prices, Income, and Legislative Efforts 

Situation in 1914 . From the time of the Civil War to the end of the 
nineteenth century, American agriculture had undergone a marked expan- 
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sion. The combined effects of the Federal land policy, the rapid growth of 
railway transportation, and the application of machine methods to farm¬ 
ing had led to a vast increase in cultivated area and a rise in agricultural 
production which brought about the distress periods in the seventies, 
eighties, and nineties and made agriculture definitely dependent upon 
foreign markets. It was this period that Professor Noursc described as "the 
most stupendous bargain counter in the history of agriculture 

By the end of the century, however, a change was taking place. Within 
this country, new land, ready for the plow, was nearly gone, and the 
growth of population, particularly in the cities, furnished an expanding 
market; abroad, competition for world markets became stronger, and 
European countries gave greater protection to their own agriculture by 
means of trade restrictions. American agriculture became more stabilized, 
and a more balanced relationship developed between agriculture, industry, 
and international trade. The prices of farm products which prevailed 
during this period appear low in comparison with those of the subsequent 
war period, but the prosperity of a period depends not upon the price 
level alone, but upon the ability of various groups to exchange their 
products and services freely and equitably. The balance and stability of 
this period provided a good degree of prosperity for both agriculture 


and industry. 

This balanced condition was particularly marked from 1910 to 1914, 
so much so that this period has been widely used as a base period for 
agricultural comparisons. There were hopes that the exploitative practices 
of the period of commercialization had spent themselves. 

Immediate Effects of World War I. This period of balance in American 
agriculture was disrupted by the outbreak of World War I in August, 
1914. Soon a strong demand came from Europe for food supplies, clothing 
materials, and war materials. Hostilities reduced the crop area, increased 
the needs, and caused a shortage of manpower. Europe therefore was un¬ 
able to supply as large a part of her needs as before the war. The heavy 
demands for shipping facilities and, later, the submarine campaign served 
to cut off some of the usual sources of supply which were far distant in 
the Southern Hemisphere and to focus demand upon the United States. 
These demands from Europe became cumulatively greater year by year 
as the war progressed. When the United States entered the war on Apr. 6, 
1917, the patriotic appeal to supply food and other materials to help win 
the war became an added incentive. The movement of American troops 
which began soon after and continued until 3 million men had been 
moved across the ocean made a further demand upon our agriculture, 
since they, too, had to be supplied with food and other materials. 

The stimulus of rising prices which followed the opening of the war 
'Edwin G. Noursc, American Agriculture and the European Market, p. 29. 
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led to increased production. Pasture areas were plowed up and put into 
grain crops, the expansion reached out into less suitable areas, and emphasis 
was placed on those kinds of crops and livestock which best fitted the war 
demand. Established rotations were often upset, and the maintenance of 
fertility was disregarded. As the war progressed and more men were 
drawn into the various branches of service or employed in the expanding 
factories making war materials, more machinery was applied to agricul¬ 
ture and available labor of all sorts was pressed into use to aid in food 
production. Finally checks were applied to domestic consumption by the 
inauguration of "meatless" days and “wheatless” days and the use of 
various substitutes in order to provide the needed exports to feed our own 
armies and the allied nations. 

The expansion of agriculture which took place to meet these demands 
was very rapid, yet could not keep pace with demand; hence prices 
mounted continually as a result of shortages and wartime inflation. From 
the average of the 5-year prewar period, 1910 to 1914, to 1918, the com¬ 
bined acreage of the five principal cereals, wheat, com, oats, barley, and 
rye, increased 11 per cent; the numbers of milk cows increased 11 per 
cent; other cattle increased 13 per cent; hogs, already at a high point, 
increased 12 per cent; and sheep decreased 15 per cent. 

The average prices paid to farmers in the United States rose rapidly, as 
is shown by the figures for selected products (Table 9). 

Under pressure of war demands and high prices, agricultural production 
was in high gear when hostilities ceased in November, 1918. During the 
early part of the war period, production had been very profitable because 
prices rose much more rapidly than costs. As time went on, costs mounted 
rapidly and left less margin for the producer. The signing of the Armistice, 
however, slowed down but little the demand for our farm products. Time 
was required to demobilize the armies and to rehabilitate the agriculture 
of Europe, and meanwhile food supplies were exhausted. By means of 
vast loans, aggregating a billion dollars in 1919, and other short-term 
credit, the United States furnished the means for Europe to continue buy¬ 
ing and thus maintained the foreign market for agricultural products. 

Because expanded production, high prices, and a good demand con¬ 
tinued after the war ended, the idea developed that a new era had arrived 
in which these changed conditions were permanent. From these influences 
arose a land boom, during which prices of land rose rapidly, the number 
of sales increased, and credit purchasing became the rule. Speculation 
ran rife with fabulous prices of $300 to $500 an acre being paid for farms 
in the best parts of Iowa and Illinois. For the state of Illinois the average 
value of land and buildings in 1910 was $108.32 and by 1920 had advanced 
to $187.59. The boom affected chiefly the best lands. In Champaign 
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County, IU., for example, the average value of land and buildings in 1910 
was $190.47 an acre and in 1920, $364.56. It is obvious that such values 
could be maintained only upon the basis of high prices for farm products. 
The farm mortgage debt for the United States was 3.2 billion dollars in 
1910, increased to 5 billion dollars in 1915, and to 8.4 billion dollars in 1920. 

Table 9. Yearly- Average Prices Received by Farmers, 1'siced States, 1914-1920- 


Product 

1914 

1915 

__ i ■■ - • 

1916 j 

1917 

1918 

1919 

1920 

Beans, edible, per 100 lb . •! 

$4 00 

l 

54 SS 

89 

5i i 

510 05 

57 

50 | 

87.17 

54.23 

Corn per bu. 

Cotton per lb . . 

0 71 

0 68 

1 

17 I 

1.46 

1 

52 | 

1.51 


0 07 

Oil 

0 

•7, 

0.27 

0 

29 

0 35 


|‘laxsted per bu . 

1 51 

1 68 

2 

31 

3.11 

3. 

58 | 

4 42 

2.33 

Oats per bu . 

Peanuts per 100 lb . 

0 44 

0 38 

0 


0 70 

0 

68 1 

0.77 

0.53 

4 23 

4 14 

4 

84 , 

7.03 

6 

.51 

9.30 

4.75 

Potatoes per bu . 

0 56 

0 68 

1 

• « 1 

1 26 

> 

19 | 

1.94 

1.25 

Rice per bu . 

Wheat per bu.. 

Beef cattle per cwt . 

0 92 

0 91 

0 

89 

1 90 

1 

92 

2.66 

1.18 

0 97 1 

0 % 

1 

43 

2.05 

2 

05 

2.16 

1.83 

6 23 

6 00 

6 

47 

8.17 

9 

44 

9 59 

8.42 

Hogs per cwt. 

l.ambs per cwt. 

7.58 

6 54 

i 8 

58 

14 01 

16 

14 

16 36 

12.95 

1 6 54 

6 94 

* 

22 

12 31 

1 13 

93 

12 96 

11.85 

Butter per lbt. 

0 26 

0 26 

0 

28 

0 IS 

0 

43 

0 50 

mm 

■ 

l- ggs per do/. 

i 0 20 

0.19 

j o 

22 

0 32 

0 

.36 

0 41 

0.44 

Wool per lb. 

0 17 

0 22 

0 

26 

0.42 

0 

.58 

0.50 

0.46 


• Agricultural Statistics, 1942. f igures rounded to nearest cent, 
t Illinois Agricultural Kxpcrimcnt Station Bulletin 351, p. 520. 


During this period there were a few farsighted persons who recognized 
that such an orgy could not last, but their warnings were lost amid the 
frenzy of high finance. In industry, too, the same sort of feeling prevailed. 
Wildly speculative schemes were launched. Prices of commodities rose to 
such levels that buyers’ strikes and lawsuits on profiteering appeared. 

Collapse of 1920-1921. Agricultural prices began to falter about the 
middle of 1920, and when the decline was once underway, the fall was 
precipitous until the bottom was reached about the middle of 1921. United 
States farm prices of wheat, for example, fell from S2.58 a bushel in June, 
1920, to 93 cents at the end of 1921; corn from SI.86 in July, 1920, to 62 
cents a year later and to 41 cents in November, 1921; milk cows from $90 
per head in August, 1920, to $53 in October, 1921; and hogs from $13.59 a 
hundredweight to 57.31. Other products suffered similar declines. 2 Again, 
it was a lack of balance between supply and demand not unlike that of 
50 years earlier. 

Contributing to this decline were the vastly expanded production, a 
strong reaction in this country against the high cost of living, the reestab- 

* U.S. Department of Agriculture Yearbook , 1922. 
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lishmcnt of European agriculture, the credit contraction of our banking 
system, and particularly the cessation of loans by the United States to 
Europe when it became apparent that renewals were in order rather than 
repayment. American agriculture folded back upon itself, deluged with its 
own abundance, unable to dispose of its surplus, to stem the tide of pro¬ 
duction, or to support the costly investment it had reared. 

A retreat from this position of overabundance was difficult. Crop 
yields in 1921, 1922, and 1923 were good and served to add to the surplus 
at a time when low yields would have helped. People who had made in¬ 
vestments to start farming in new areas could not abandon their farms 
without loss. Interest and principal payments on debts contracted during 
the high-price period forced farmers to maintain their production, since 
under lower prices more bushels of grain were necessary to pay obliga¬ 
tions. Further, many public improvements had been started with high 
costs which added to the tax burden. 

It was evident that agriculture was nearly helpless to apply its own 
remedy, and demands arose for outside help, chiefly from government. In 
1921 and again in 1922 Congress passed tariff acts which imposed duties on 
many agricultural products. These actions were of little value in the face 
of domestic surpluses seeking a market. Beginning in 1923 and extending 
for several years, plans for legislative relief for agriculture were pressed 
vigorously by farm groups. The earlier measures aimed generally at the 
restoration of European markets by extension of credit or other means, 
although at least one plan proposed the “sturdy reliance upon domestic 
consumption and such incidental foreign outlets as may offer, adjusting 
our production intelligently to these possibilities.” 3 The proposals to open 
foreign markets prevailed, and in 1927 and again in 1928 Congress passed 
the McNary-Haugen legislation, but each time the bill was blocked by 
presidential veto. Finally in 1929 the Agricultural Marketing Act was 
passed creating the Federal Farm Board. 

One reason for the desperate struggle of agriculture for recognition and 
assistance during these years is found in the fact that the depression of 
1920-1921 was short-lived for industry and that the country experienced 
an industrial boom from 1922 to 1929. In comparison, the farmer, strug¬ 
gling under huge debts and heavy taxes, paid high prices for factory 
products purchased but, in turn, received relatively lower prices for his 
products. During this period the value of farm investments was diminish¬ 
ing, and many farmers heavily in debt were losing their farms, and others 
were forced to apply for farm mortgages or to increase existing ones be¬ 
cause current income would not meet operating and fixed expenses. 

Meanwhile, the slow and painful process of forced readjustment was 

1 Nourse, op. cit., p. 93. 
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taking place. From 1918 to 1924 the combined acreage of wheat and rve 
declined 18 per cent, although the important feed grams, corn, oats, and 
barley declined only 3 per cent. The number of horses declined 19 per 
cent reflecting the substitution of tractor power for horses; cattle num¬ 
bers’declined 10 per cent; sheep, 10 per cent; and hogs increased 6 per 
cent a result of farmers’ efforts to realize more through feeding than 
through selling corn at the low market prices. From 1924 to 1932 total 
production was quite uniform, although variations occurred in different 
lines of production. With somewhat lowered production, a more active 
domestic market as a result of the booming industrial situation, and a 
curtailed but fairly constant export demand, agriculture worked out a 
readjustment to the new conditions and gradually improved its situation, 
until bv 1928 and 1929 it had regained a considerable part of its prewar 
purchasing power, although it had by no means recouped the losses of 
the depression years. 

Depression of 1930 to 1933. In the latter half of 1929 it became 
apparent that the activity and stability of the years just preceding were 
not solidly supported. In October the stock-market crash precipitated a 
price decline which continued until the end of 1932. I he causes lie in the 
maladjustments which had developed on an international scale and which 
affected all nations and urban as well as rural occupations. Only the agri¬ 
cultural phases of the situation will be examined.* 

The forces primarily responsible for the agricultural depression of 1929- 
1932 arc found outside the agricultural industry. The collapse in the general 
level of prices during the 1929 and 1930 seasons as a result of the contraction 
in business and speculative activity here and abroad reduced industrial and 
consumer demand for farm products. Another sharp reduction in prices dur¬ 
ing the 1931-1932 season, when financial crises and the breakdown in mone¬ 
tary standards encircled the world, led to even deeper industrial stagnation 
and distress. The difficulties in which the world finds itself today arc related 
to: (1) the monetary, credit, and trade policies followed during and after 
the World War; (2) the overexpansion of production and productive capac¬ 
ity in many industries, with an accompanying increase in the volume of in¬ 
debtedness; (3) the unparalleled orgy of speculation in securities; (4) the 
trend toward economic self-sufficiency, especially among European nations. 
This trend resulted in considerable degree from obligations to pay war debts 
and reparations, and from efforts to escape the effects of falling prices and 
was manifested in trade barriers and import restrictions that retarded inter¬ 
national trade and curtailed the foreign demand for products of this country. 

Agricultural production was on a relatively stable basis from 1924 to 
1932. Production in other countries, however, had increased after the 

4 Report on the Agricultural Situation, p. 59. 
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World War, and because of greater foreign competition and the in¬ 
creasing restrictions of trade barriers, foreign outlets took smaller amounts 
of our domestic production. Stocks of export products, particularly 
wheat, and later cotton, piled up. and after 1929 this tendency was greatly 
accentuated. The carry-over of old-crop wheat on July 1 averaged 114 
million bushels for the years 1922 through 1928; it then rose as follows: 
1929, 232 million; 1930, 294 million; 1931, 327 million; and 1932, 391 mil¬ 
lion. Average total cotton stocks on hand at the end of the season for the 
7-year period 1923 to 1929 were 2.5 million bales; in 1930 this had in¬ 
creased to 4.5 million bales; in 1931, to 6.4 million bales; and in 1932, to 
9.7 million bales. The value of total exports of agricultural products from 
the United States (excluding forest products) was quite stable from 1924 
to 1929 and averaged 1,925 million dollars per year. In 1930 the value of 
exports fell to 1,496 million dollars, in 1931 to 1,038 million dollars, in 1932 
to 752 million dollars, and in 1933 to 590 million dollars. While lower 
prices accounted for some of this shrinkage, the major part was reduction 
in volume. 

The change in domestic demand is well stated in the following quota¬ 
tion: 1 

Between the summer of 1929 and the summer of 1932, the production of 
factories and mines shrank 53 percent. The total payrolls of these industries 
shrank more than 61 percent, and in the fall of 1932 over 10,000,000 people, 
or more than 25 percent of the working population outside of agriculture, 
were unemployed. The earnings of those fortunate enough to be retained on 
payrolls have been reduced through wage reductions and through shorter 
hours of work. To some extent their lower earnings have been offset by a 
20 percent reduction in city living costs, due in considerable measure to the 
fall in farm prices. The shrinkage of consumers’ incomes has been followed 
by considerable changes in diet; many consumers have shifted to cheaper and 
bulkier foods, and others have even reduced their consumption of staple 
foods. 

In a depression period, industrial production is quickly curtailed through 
the closing of factories, and a part of the burden is shifted to the em¬ 
ployees. With reduced production, prices are fairly well maintained. In 
agriculture, production cannot be so quickly curtailed, and but little re¬ 
duction can be made in labor; hence with reduced demand prices fall, and 
prices of raw materials suffer most. This situation occurred from 1929 
to 1932.® 

Wholesale prices of farm products have declined more than retail; and 
prices received at local farm markets have declined more than prices at 

# Ibid., p. 59. 

a Ibid., p. 9. 
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wholesale markets, thus reflecting the stable and relatively high transportation, 
processing, and handling charges. Retail prices of food products have de¬ 
clined about 35 percent since 1928, wholesale food prices about 41 percent, 
and prices received by farmers for food products about 59 percent. Prices 
of farm crops have in general sufFercd more than prices of livestock and 
livestock products. While prices of meat animals and dairy and poultry prod¬ 
ucts declined about 60 percent, grain and cotton, both subject to the com¬ 
bined influence of contraction in domestic and in foreign demand conditions, 
have declined nearly 70 percent. 

To show what this price decline meant in cash income, the following 
figures give average farm prices received by United States farmers on 
Jan. 15 in 1930 and in 1933 (Table 10). 

Although gross production was not far different, estimated cash receipts 
from marketings shrank from 11,296 million dollars in 1929 to 4,743 mil¬ 
lion dollars in 1932. 


Table 10. Average Prices Received bv Farmers, United States, Jan. 15, 1930, and 

Jan. 15, 1933* 


Product 

1930 

1933 

Product 

1930 

1933 

Corn per bu. 

#0 77 

80 19 

Wheat per bu.| 

81 08 

ml 

Cotton per 100 lb. 

16 79 f 

10 17 

Appk-s per bu.; 

1.48 


Flaxseed per bu . 

2 80 

0 91 

Beef cal tic per cwt.. .. 

8.66 

Be] 

Oats per bu .1 

0 43 

0 13 

; Hogs per cwt. 

8 80 

mem 

Peanuts per 100 lb .... 
Potatoes per bu . 

3.70 

1.30 

Lambs per cwt. 

11.10 

4 09 

1.37 

0 37 

Kutterfat per lb. 

0 37 

0.19 

Rice per bu .. 

l-OOf 

0 42f 

Fgg* per doi. 

0 38 

0 21 

Soybeans per bu. 

1.85 

0 45 

j Wool per lb. 

0.27 

0.09 


• Agricultural Statistics, 1940. Figures rounded to nearest cent, 
t Average for previous season. 


Declines in the value of farm property were also rapid. Land values had 
reached their peak in 1920 when for the whole country they were 170 
per cent of the 1912 to 1914 period. By 1928 they had fallen to 117 per 
cent of the base period, and by Mar. 1, 1933, to 73 per cent. This loss in 
investment value rendered many equities unsafe and served to prolong 
the period of liquidation. Farmer bankruptcies had been relatively high 
from 1923 to 1928 as a result of the earlier depression, and losses continued 
through the second depression. Many farms were lost without going 
through the formal proceedings of bankruptcy. 7 

While prices of farm products received by producers declined 61 percent 
during the three years ending in June, 1932, yet prices paid by farmers for 


'Ibid., p. 13. 
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goods used in production and in the farm home declined only 29 percent 
during the same period. The greater decline in prices received than in prices 
paid has meant a great reduction in the purchasing power or exchange value 
of unit farm products for the goods farmers usually buy. 

The Federal Farm Board, which began its work in July, 1929, was called 
upon to stem the downward trend in prices. Efforts were made to stabi¬ 
lize the markets for wheat and cotton, important export crops, by buying 
huge amounts and holding them off the market. This action served to 
check the fall of prices of these products temporarily, but the long period 
of declining prices forced later liquidation at still lower prices. The stabili¬ 
zation operations involved 900 million bushels of wheat and 1.3 million 
bales of cotton and resulted in a loss of 360 million dollars. 8 Price control 
without ability to control production proved ineffective. A less spectacular 
but far more valuable contribution by the Federal Farm Board was the 
expansion and coordination of cooperative marketing, on a national scale. 
The Federal Farm Board passed out of existence with the change in ad¬ 
ministration in March, 1933.® 

The decline in farm prices and in farm incomes and the creation of intoler¬ 
able gaps between prices and costs have already had far-reaching conse¬ 
quences. The accelerated decline in farm land values has not only reduced or 
eliminated the farmers’ equity, but has undermined the stability of country 
and city lending institutions and wiped out, restricted, or endangered credit 
resources. Mounting tax delinquencies have caused large areas of land to 
revert to counties and states, accelerating the increase in tenancy, and at the 
same time reducing the income of governmental units. The need for replenish¬ 
ing these incomes militates against needed farm tax relief. Even though all 
other groups have experienced reduced income, the farmers’ share of the 
national income in 1930 and 1931 has been lower than in any preceding year, 
and the farmers’ rewards for labor, management, and capital have been placed 
on a still lower plane in relation to the returns of other groups. These in¬ 
adequate rewards are forcing farmers to a lower standard of living. For an 
increasing number of farmers, food and shelter are the only reward. Escape 
from these unremunerative conditions has been shut off by the complete lack 
of opportunities for employment in other occupations. Furthermore, the 
rising tide of unemployment has set in motion a movement of city popula¬ 
tion to farms which, although a form of relief for the industrially employed, 
aggravates the farm problem, increases potential farm output, and creates 
an additional strain on farm communities. Some of the maladjustment in 
prices, production, demand, and international trade developments brought 
about by this depression may exert retarding influences for some time to come. 

'Ernest L. Bogart and Donald L. Kemmerer, Economic History of the 
American People, 1947, p. 620. 

* Report on the Agricultural Situation, p. 58. 
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Social Control in Agriculture. From the dark days of the closing 
months of 1932 and the first two months of 1933, light began to break 
following the political landslide which placed in power those who were 
pledged to efforts toward broad social control including assistance to 
agriculture. The 10 years of struggle for legislative assistance were re¬ 
warded in the passage of the Agricultural Adjustment Act in May, 1933. 

Agricultural Adjustment Act of 1913. This Act embodied three parts: 
the first provided for control of agricultural production as a means of 
raising farm prices. The organization set up to carry out this part was 
the Agricultural Adjustment Administration, or the AAA, as it came to 
be popularly denoted. The second provided for credit facilities to relieve 
the debt crisis in agriculture. The organization set up for this purpose was 
the Farm Credit Administration. The third was a monetary provision 
under which the President was authorized to devaluate the currency. 1 his 
third part was not agricultural in character, although agriculture in com¬ 
mon with other industries shared in whatever price improvement fol¬ 
lowed its use. 

The AAA plan was an emergency feature, hastily constructed to deal 
with a critical situation. Its approach to the problem, however, was signifi¬ 
cant, in that it attempted to control production rather than to stimulate 
foreign markets. It moreover embodied a policy of agricultural planning. 
The general plan was the control of production of specified products by 
means of contracts between the Secretary of Agriculture and individual 
producers. The original act named seven "basic" commodities: cotton, 
wheat, field corn, hogs, rice, tobacco, and dairy products. Others were 
added in 1934 and 1935. The object was to raise farm prices and to bring 
the farmer into a position of "parity" or equality with other American 
producers. A parity price was defined as one which would give the same 
purchasing power as that product had in the base period, 1910 to 1914. 
"Benefit payments" were provided for cooperating farmers; the funds 
for this purpose were to be raised by processing taxes levied on the first 
processing of the products. Marketing agreements were also provided to 
improve marketing methods. 

To avoid adding to the accumulated surpluses drastic measures were 
employed: plowing under growing cotton and tobacco in the spring, 
letting rot a part of the peach crop in California in the summer, and the 
destruction in the fall of some six million pigs and quarter of a million 
brood sows. Part of the meat from these hogs went into relief channels. 
These destructive measures were severely criticized. Throughout its 
period of activity the AAA purchased huge amounts of many kinds of 
surplus agricultural products and distributed them to the unemployed 
through relief channels. 
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Participation in the programs was generally satisfactory. In their execu¬ 
tion a multitude of difficulties arose engendered by the diverse character 
of our agriculture, the clash of group interests, and the host of details 
relative to establishment of bases, signing up cooperators, checking com¬ 
pliance, and paying benefits when so large a number of individual pro¬ 
ducers were involved. 

Unfortunately, the results are difficult to allocate to the various causes 
involved in the recovery. That prices of agricultural products rose is 
certain. The following figures show for certain products the differences 
in prices received by United States farmers on Jan. 15, 1933, just before 
the AAA came into the picture, and on the same date in 1936, when it had 
just passed from the scene (Table 11). 


Table 11. Averace Prices Received by Farmers, United States, Jan. 15, 1933, and 

Jan. 15, 1936* 


Product 

1933 

| 1936 

Product 

1933 

1936 

Corn per bu. 

*0.19 

SO. 54 

Wheat per bu. 

SO.33 

SO.92 

Cotton per 100 lb. 

10 17 

12.33 

Apples per bu. 

0 65 

0.81 

Flaxseed per bu. 

0 91 

1.61 

Beef cattle per cwt.. . . 

3.28 

6.22 

Oats per bu. 

0 13 

0.26 

Hoes per cwt.. 

2.68 

8 91 

Peanuts per 100 lb. 

1.30 

3.00 

I ambs per cwt., 

4.09 

8 25 

Potatoes per bu. 

0.37 

0 65 

Buttcrfat per lb.. 

0.19 

0 34 

Rice per bu. 

0 42f 

0.83 

Fees per doz ......... 

0.21 

0.23 

Soybeans per bu. 

0.45 

0 76 

Wool per lb. 

0.09 

0.24 


• Agricultural Statistics, 1940. Figures rounded to nearest cent. 

t Average for previous season. 

Many of the above products were not a part of the program; hence 
the improvement was general. Several influences were jointly responsible. 
(1) The devaluation of the currency acted as an inflationary influence to 
raise all prices; (2) the severe and widespread drought of 1934 reduced 
crop production very materially, and the feed shortage resulted in a rapid 
and severe liquidation of livestock; (3) during this period the general 
business situation improved both here and abroad, and this improvement 
was reflected in agricultural conditions; (4) the easing of agricultural 
credit relieved the debt pressure and enabled many farmers to farm more 
sanely; (5) the AAA through production control, marketing agreements, 
commodity loans, and other features doubtless had a part also in the price 
improvement. It is obvious that results cannot be allocated definitely in 
the midst of so many causes. E. G. Nourse gives the following appraisal: 10 

10 E. G. Nourse, J. D. Davis, and J. D. Black, Three Years of the Agricul¬ 
tural Adjustment Administration, p. 150. Washington: The Brookings Institu¬ 
tion, 1937. • - •• - - 
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Our general conclusion with production control in 1933-35, so far as we 
can observe it through the dust of the drought, is that the effectiveness of 
these devices is such as to make them practicable in emergency periods. 
Should crises of similar magnitude reappear in the future and could constitu¬ 
tional barriers be avoided or removed, such efforts could again be used to 
advantage for a period of two or three years. The experience does not, how¬ 
ever, give support to the belief that similar controls could be made practicable 
as a means of holding the course of production over the years close to a line 
laid out in accordance with a continuously operating economic plan. 

The plan had several weaknesses. It involved a huge experiment in an 
untried field. Since it was an emergency measure, its effectiveness could be 
expected to wane as the emergency passed. This proved to be true, and 
farmers cooperated less heartily as they became more independent. It 
tended to freeze the existing pattern of production and to discourage 
economic adjustments. The parity principle as set up projected a rigid 
relationship among agricultural products as of the base period. Moreover, 
the collection of processing taxes was contrary to the economic interests 
of processor groups, such as millers, packers, and textile manufacturers. 
This hostility was expressed in injunctions against the collection of 
processing taxes, and court action led to the decision of the Supreme 
Court on Jan. 6, 1936, in the Hoosac Mills case against the use of proces¬ 
sing taxes to pay benefits under production-control contracts. Some other 
control measures affecting cotton, tobacco, and potatoes were repealed, 
although other parts of the program were not affected. 

Soil Conservation and Domestic Allotment Act , Following the 

action of the Supreme Court, Congress passed the Soil Conservation and 
Domestic Allotment Act which shifted the emphasis from production 
control to conservation of soil resources. Agricultural income was to be 
increased through payments to farmers for diverting land from “soil- 
depleting" to “soil-conserving" crops and for performing specified prac¬ 
tices to aid in conservation. Payments were to be made from the Federal 
treasury. 

The payments to farmers, while substantial, were less than under the 
Act of 1933. Popular reaction was more favorable to the idea of soil 
conservation than to production control. The Act was highly ineffective, 
however, in securing control of production. A severe drought in 1936 
effectively curtailed production, but under a favorable season production 
in 1937 broke existing records. 

Agricultural Adjustment Act of t 9} g. The years of experience with 
surpluses gradually brought a realization that the problem was chronic 
As a result of increased output per man, mechanization, and changes in 
type and practices in livestock production, our farm production capacity 
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continued to exceed domestic and foreign demand. The drought years 
of 1934 and 1936 had drastically cut production and indicated the need 
for reserves. The Act of 1938 made provision for a many-sided program, 
the chief lines of which were as follows: 

1. Acreage allotments supported by benefit payments. 

2. Ever-normal granary for storage of surplus corn, wheat, and cotton 
with loans to producers at 52 to 75 per cent of parity. 

3. Marketing controls for corn, wheat, cotton, tobacco, and rice. 

4. Crop insurance for wheat. 

5. Authorization of four regional laboratories to develop new uses for 
farm products. 

This program was intended to keep the acreages of major crops within 
the allotments and goals. In case yields were high, the surpluses could be 
stored under government loan. If surpluses became unmanageable, market¬ 
ing quotas would be set up if two-thirds of the producers of a product 
voted in favor of them. Payments were to be from the treasury. 

I he ever-normal granary served to provide a reserve against emer¬ 
gencies and a temporary outlet but resulted in heavy storage accumula¬ 
tions of wheat, corn, and cotton, as shown by the following figures 
(Table 12). 


Table 12. Annual Carry-over of Wheat, Corn, and Cotton, United States, 1937-1944* 


Year 

Wheat, July 1 
(thousands of bu.) 

Corn, Oct. 1 
(thousands of bu.) 

Cotton, Aug. 1 
(thousands of bales) 

1937 

83,167 

65,655 

4,382 

1938 

153,107 

361,438 

11,436 

1939 

250,015 

583,740 

12,943 

1940 

279,720 

687,623 

10,453 

1941 

384,916 

644,970 

12,011 

1942 

632,103 

492,420 

10,475 

1943 

621,659 

367,242 

10,530 

1944 

316,675 

214,633 

10,559 


* Agricultural Statistics, 1946. Wheat, p. 17; corn, p. 46; cotton, p. 81. 

Wheat stocks include those on farms, in country elevators and mills, in 
commercial storage, and in merchant mills and elevators. Corn stocks 
include those on farms, in commercial storage, and government owned 
stocks at country points. 

Stocks of the three crops were exceptionally low in 1937 as a result 
of the severe drought in 1936. If the advent of the war had not changed 
the demand picture, difficulties would have resulted from the accumula¬ 
tions from 1938 to 1941. Increased livestock feeding after our entry into 
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World War II reduced the corn carry-over each year after 1941 but did 
not materially affect wheat stocks until 1944. Stocks of cotton maintained 
a high level throughout the period shown. Marketing quotas were invoked 
for cotton, tobacco, and peanuts. The ever-normal granary feature 
appeared to have achieved its aim of “permanent abundance.” 

The problem of surpluses of farm products, however, was not solved 
on the production side, and various means were devised for disposal of 
surpluses. Among these measures were the following: 

1. The school-lunch program, which in the fiscal year 1940-1941 
provided an outlet for 344 million pounds of food distributed to 5 million 
children through 66,700 schools. 

2. The food stamp plan, started in May, 1939, which by the end of 
June, 1941, was operating in 363 areas and serving 4 million persons. 

3. Low-cost milk marketing program by which milk consumption was 
subsidized for low-income groups in a number of cities. 

4. The cotton stamp plan, started in May, 1940, but which was not 
widely extended and was discontinued after two years. 

5. The marketing agreements program under which the government, 
supported by producers, provided regulations relating to volume, grade, 
and price of many farm products marketed. 

These disposal programs, it will be noted, had two objectives: (1) to 
provide relief for low-income groups to raise their dietary standards, and 
(2) to strengthen the market demand for many kinds of farm products. 

The situation shortly before our entry into World War II was sum¬ 
marized by Henry A. Wallace upon his retirement as Secretary of 

Agriculture." 

Wc have large supplies in the ever-normal granary, while at the same 
time wc have protected the farm income with commodity loans. Wc have 
increased soil fertility. If national defense requires it, wc arc in position to ex¬ 
pand agricultural production without plowing up the hillsides or the Great 
Plains. If foreign markets are still further reduced after the war wc are in 
position to make the necessary adjustments by suitable acreage control and 
by the stimulation of domestic consumption. 

This appraisal by a sponsor of the program was altruistic. The produc¬ 
tion-control features generally failed in their objectives. Some acreage 
reduction was obtained, but the effects were largely offset by increased 
yields because of using the best land for crops under control, greater use 
of fertilizers, increases in nonbasic crops, and favorable seasons. 12 Measures 

" Report of Secretary of Agriculture, 1940, p. 184. 

11 John D. Black and Maxine E. Kiefer, Future Food and Agriculture Policy, 

p. 181 . 
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were more effective for products under marketing controls. Crop loans 
made by the Commodity Credit Corporation were of the nonrecourse 
type, i.e., the farmer could turn over the stored crop to the CCC if the 
loan price exceeded the market price in full payment of his loan, or he 
could pay off the loan and sell the crop if the market price was more 
favorable. In effect, this provision guaranteed the loan price. 

1 hat this series of programs increased farm income is evident from the 
record of payments made by the government by program years: 13 


Year 

Millions 

Year 

Millions 

Year 

Millions 

1933 

8277 

1937 

8308 

1941 

8653 

1934 

637 

1938 

568 

1942 

588 

1935 

467 

1939 

709 

1943 

599 

1936 

460 

1940 

639 

1944 

294 


The amounts shown in the accompanying table include both conserva¬ 
tion and parity payments but do not include administrative expenses; 
hence total costs to the Federal treasury were considerably greater. The 
accumulated surpluses shown, although they proved to be valuable as a 
reserve for war needs, indicated the failure thus far to devise an effective 
solution for farm surpluses. 

The outbreak of World War II in Europe drastically reduced the foreign 
demand for American products. War activity closed many ports, and 
neutrality legislation in this country restricted credit and the use of the 
merchant marine in supplying goods to belligerents. The domestic defense 
program, undertaken in 1940, increased industrial activity and strength¬ 
ened the domestic market for farm products. This change was reflected 
most quickly in prices of meat animals and dairy products. By August, 
1941, the combined index of all farm products had reached a parity 
position. With our entrance into the war the farm program was directed 
toward producing those products most needed for the war effort. 

Stimulation of World War II. While the United States did not enter 
the war until after the attack on Pearl Harbor, the economic effects of 
the war became significant many months earlier. War preparations in the 
United States began in 1940. Early in 1941 lend-lease legislation opened 
the way for our supplying to Europe large quantities of food and war 
materials and providing the transportation for their delivery. This new 
outlet together with the growing rate of defense preparations greatly 
increased both industrial and agricultural output. The Selective Service 

“Agricultural Statistics, 1946, p. 655. 
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System began operation on Sept. 16, 1940, and by the date of Pearl 
Harbor had inducted more than 900,000 men. In its results, the year 1941 
belongs in the war period. 

The declaration of war in December, 1941, added stimulus to the activ¬ 
ity already under way. The problem of agricultural surpluses quickly 
changed to one of shortages. Goals for agricultural production were re¬ 
vised upward in response to the heavy requirements for lend-leasc, the 
mounting demands of the armed forces, and the increasing purchasing 
power of civilians. Studies were made to ascertain the maximum farm 
production which could be attained. The emphasis was not simply ex¬ 
pansion of production but increase of certain products which were most 
needed. This new emphasis called for increases in oil-bearing crops, soy¬ 
beans, flaxseed, and pcanuts-to offset the loss of vegetable oils previously 
imported; corn as a feed crop; meat animals; milk; eggs; poultry; canning 
peas and tomatoes; and sugar cane and sugar beets. Reductions were called 
for in wheat, cotton, and tobacco. 

Farm supplies of labor, machinery, fencing, fertilizer, insecticides, and 
container materials felt the pinch. Imports of many products were cur¬ 
tailed; this loss of imports resulted from (1) supply areas falling into 
enemy hands, as rubber, silk, hard fibers, jute, and drying oils; and (2) 
lack of available shipping for coffee, tea, and wool. Within the country a 
shortage of railway cars developed, and truck transportation was limited 
by a shortage of tires. 

In May, 1941, loan rates on basic crops were raised to 85 per cent of 
parity. Soon supports were added at comparable prices for any other 
products considered necessary for the w ar effort. Late in 1942 the Stabil¬ 
ization Act raised supports to 90 per cent of parity, 92 / per cent for 
cotton, set ceilings for farm products at a maximum of IK) per cent of 
parity, and provided that supports be continued until two years after 
the w ar was officially ended.' 4 These actions guaranteed good prices dur¬ 
ing the war and were intended to prevent a postwar collapse such as 
occurred after World War I. During the war subsidies w-cre used to in¬ 
crease production of certain products w ithout violating ceilings on con¬ 
sumers' prices. These war measures were part of a general program an¬ 
nounced in April, 1942, by the President to prevent inflation. It provided 
for 

1. Heavier taxes. 

2. Ceilings on retail prices and on rents on dwellings. 

3. Stabilization of wages. 

4. Stabilization of farm prices. 

5. More buying of war bonds. 

" Black and Kiefer, op. cit., pp. 179-180. 
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6. Rationing of essential scarce commodities. 

7. Encouragement of debt and mortgage retirement and restrictions 
on installment buying. 

Meanwhile many military camps had been built and filled with men in 
training. The gigantic industrial capacity of the country was diverted 
in large measure to the production of war materials. New plants and ship¬ 
yards were rushed to completion. The drain of manpower into the armed 
forces and into war industry created everywhere a labor shortage. 

Late in 1942 Congress answered the growing fear of a food shortage 
by passing legislation providing for deferment from military service of 
essential agricultural workers. Other legislation provided for an emergency 
farm labor setup under which local labor was recruited and foreign labor 
was imported for performing special farm jobs which could be handled 
on a mass basis, such as harvesting fruit and vegetable crops, detasseling 
hybrid seed corn, etc. Later, large numbers of prisoners of war were 
used for such work. 

Table 13. Agricultural Food Production for Sale and Farm-home Consumption* 

(1935-1939 - 100)* 



Production 

U.S. popu¬ 
lation 

Year 

All 

Livestock and 

All 


crops 

livestock products 

groups 


1939 

107 

107 

106 

101 

1940 

107 

112 

110 

102 

1941 

110 

115 

113 

103 

1942 

121 

127 

124 

104 

1943 

114 

139 

129 

106 

1944 

128 

143 

137 

107 

1945 

122 

141 

134 

108 

1946 

135 

138 

137 

109 

1947 

136 

137 

136 

111 

1948t 

151 

130 

138 

113 


* Statistical Abstract of the United States, 1947, p. 629. 

t Agricultural Statistics, 1949, p. 596. 

Increases in production were made in all phases of agriculture except 
cotton and sugar, which declined. The extent of the over-all increase over 
the prewar period, 1935 to 1939, is shown in Table 13. By 1946 produc¬ 
tion of poultry, eggs, wheat, fruits, and vegetable crops exceeded prewar 
by more than*40 per cent. 15 In addition, the victory-garden program was 

“Ibid., pp. 36-37. 
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inaugurated and expanded until 18% million families were partici¬ 
pating. 16 This project added materially to the food supply and lessened 
the pressure on rationed articles. 

This remarkable increase in farm production was made in the face of 
serious shortages of labor, equipment, and fertilizer. It represented long 
days, utilization of labor of women and children, and exchange of labor 
between farms. It is true that weather conditions were generally favor¬ 
able despite serious flood conditions which greatly delayed spring work 
in some years. The increase in livestock production used up current crop 
production and the accumulated reserves of com in the cver-normal 
granary, and much wheat was utilized as feed. Production drew heavily 
upon accumulated stores of soil fertility. Much farm work, such as repairs, 
weed cutting, etc., was neglected in the interest of food production. 

Influences contributing to these results in addition to favorable weather 
were increasing use of machinery and tractor power, greater use of fer¬ 
tilizer and lime, use of improved seeds including hybrid seed corn and 
new varieties of grains, and the building up of livestock numbers and 
feed supplies in the years preceding the war. 11 

Demands for food products appeared insatiable. In October, 1943, 
industrial production was the highest of the war period. The number 
of civilian workers was 82 per cent above that of 1939, and payrolls had 
increased 260 per cent. The large labor force, many on an overtime basis, 
required substantial diets and were able to pay for them; civilian demand 
therefore was very high and took about 75 per cent of current production. 

Members of the armed forces in training or combat require half again 
as much food as civilians. Reserve supplies of 30 days were necessary 
in this country, but 9 months’ reserve supplies were required for over¬ 
seas troops. By the end of 1942 the armed forces numbered about 7 million; 
by the end of 1943, 10.8 million; by the end of 1944, about 12 million. 
This rapid increase in numbers and in transfer to battle areas required 
huge amounts of food. 

Exports to other nations consisted almost entirely of lend-lease ship¬ 
ments to our allies. Some idea of this movement is afforded by the follow¬ 
ing figures (Table 14). 

Prices of farm products averaged 68 per cent higher in 1944 than in 
1935 to 1939. The price system during the war was operated under the 
war price controls with floors, ceilings, and subsidies-all of which affected 
the price the farmer received. Prices of products sold increased much 

M Abridged Chronology of Agriculture’s Part in the War, p. 20. U.S. De¬ 
partment of Agriculture, 1947, mimeographed. 

Sherman E. Johnson, Changes in American Farming, p. 3. U.S. Depart¬ 
ment of Agriculture Miscellaneous Publication 707, 1949. 
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more rapidly than prices paid by farmers. The increase in physical pro¬ 
duction of more than one-third above the 1935 to 1939 level, coupled with 
the sharp upward trend in prices, resulted in a marked increase year by 
year in farm income. These trends continued into the early postwar years. 


Table 14. Major Agricultural Products Exported under Lend-Lease, Calendar 

Years, 1943 and 1944* 

(In Thousands of Tons) 


Product 

1943 

1944 

Meat products. 

1,264 

461 

1,016 

450 

Animal oils and fats, edible. 

Dairy products. 

639 

696 

Fish and fish products. 

175 

63 

Other edible animal products. 

137 

144 

Grains and preparations . 

606 

405 

Vegetables and preparations. 

432 

432 

Fruits and preparations. 

211 

233 

r r 

Vegetable oils and fats. 

213 

198 

Sugar and related products. 

587 

268 

I nnarrn .irui manttfarfurr* 

139 

58 

Cotton, unmanufactured 

317 

140 



•Shipping weight basis. Compiled from Foreign Trade Statistics, 1943 and 1944, U.S. 
Department of Commerce. 

The cessation of hostilities in the European theater in May, 1945, and 
in the Pacific theater in the following August served only to redirect the 
trend of farm production. Lend-lease was terminated, but foreign de¬ 
mands for food were maintained through the requirements of the United 
Nations Relief and Rehabilitation Administration (UNRRA) and of the 
military government in the occupied countries. Widespread war disrup¬ 
tion and unfavorable crop conditions in Europe in 1947 prolonged the 
dependence of many countries upon the United States for food supplies. 
Industrial production continued at a high rate in an effort to make up war- 
induced shortages of civilian goods. 

Wartime price controls were removed late in 1946. Annual rounds of 
price and wage increases followed in 1946, 1947, and 1948. In April, 1948, 
the European Recovery Program was launched. It affected American agri¬ 
culture directly by demands for foods and indirectly by demands for in¬ 
dustrial products which helped maintain domestic purchasing power. 
Because of the uncertainty in international affairs, military preparedness 
again came into the picture, tending to maintain the high rate of industrial 
production. 

Under the continued influences of these inflationary forces prices of farm 
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products (except fruits) continued to rise, after price controls were re¬ 
moved, until by January, 1948, prices of all crops and livestock averaged 
more than three times the 1910 to 1914 base (Table 15). The farmers’ 


Table 15. Yearly Averace Prices Received by Farmers, United States, during and 

after World War 11* 


Product 




1943 

1945 

1946 

1947 

1948f 

Corn per bu. 

-1 

SO 64 


m 

SI. 12 

SI 27 

SI. 56 

S2 16 

SI.31 

Cotton per lb. 

0 12 

0 10 

0.17 

0 20 ! 

0 23 i 

0 33 

0.32 

0 30 

Flaxseed per bu. 

. 

1 69 1 

1 79 

2 83 l 

2 89 

4 04 

6 15 

5.76 

Oats per bu. 

0 40 i 

mm 



0 67 

na 

1 05 

0.73 

Peanuts per 100 lb. 

4 80 i 

3 60 

4 70 


8.30 ' 

9.10 

10.10 

10.05 

Potatoes per bu.. 


0 72 


1 31 


1 24 

1 62 

1.55 

Rice per bu. 

0 81 


1 36 | 

1 78 


2.25 

2.69 

2.25 

Soybeans per bu. 


0 95 

1.55 1 

1 81 

ZEl 

2.57 

3.34 

2.27 

Wheat per bu. 

0 88 

0 84 

0 94 

1.36 

i 50 ; 

1 91 

2 29 

2.05 

Apples per bu. 


0 90 

0 96 

2.39 

3 01 

2.46 

mm 

2.23 

Oranges per box. 

• • • • • < 

1 17 

1 56 

2 64 

2 93 

1 5 5 


1.75 

Beef cattle per cwt. 

5.21 

6 56 

8 82 

11 90 

12 10 

14 50 


22 20 

Hogs per cwt. 

7 22 

8 38 

9 09 

Ega 

14 00 

17 50 

03 

23 10 

Lambs per cwt. 

Da 

7 79 

9.58 

03 

13 10 

15 60 

03 

22 80 

Butterfat per lb. 

wt 3 

0 29 

EO 

0 44 

0 45 

0 so 

0 78 

0.64 

Eggs per doz. 


0.22 

0.24 

0.37 

0.38 

0.38 

0 45 : 

0.47 

Wool per lb. 


0 24 

0.36 

0.42 

0.42 

0.42 

0 42 

0.49 


• 1909-1914 average, /Igricultural Situation, 19J9; 1935-1939 average, Agricultural Situ¬ 
ation, February, 1949; 1941-1946, Crops and Markets; 1947-1948, current U.S. Department 
of Agriculture publications. 

t Preliminary, from Agricultural Statistics, 1949. 


purchasing power was 22 per cent above the parity level. From this 
point prices of crops (except tobacco) generally declined, reflecting 
resistance to high living costs and possible loss of foreign markets. Live¬ 
stock and livestock products, however, broke sharply, but recovered to 
an even higher peak in July and August. Price declines in all groups 
(except tobacco) in the closing months of 1948 reflected the very high 
crop production of that year. Meanwhile operating costs were rising, and 
the farmers’ advantage was becoming less. Uncertainty appeared in the 
general situation, and by early 1949 it was evident that the price peak of 
farm products had passed. 

Combined high production and rising prices during the war and post¬ 
war period produced rapidly rising farm incomes (Table 16). These 
higher incomes in turn were translated into higher land prices. Farm real 
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estate values rose steadily from 1940, until by July, 1948, they had doubled 
and were 2 per cent above the peak reached in 1920. 18 

While operating expenses doubled during the war period and absorbed 
a part of the increased receipts, the financial position of agriculture was 
greatly improved (Fig. 4). Total assets of agriculture in 1940 were 54 
billion dollars and liabilities were 10 billion dollars, leaving equities of 
proprietors of 44 billion dollars. In 1948 assets (at 1948 values) were 122 
billion dollars, liabilities 9 billion dollars, and equities 113 billion dollars. 
If the effects of inflated prices in 1948 are removed by applying 1940 
values to the physical assets, the total assets in 1948 were 74 billion dollars 
and the proprietors’ equities 65 billion dollars, a net gain of 21 billion 
dollars during the 8 years. 1 * 


Table 16. Annual Farm Income from Sales and Government Payments, United States, 

1940-1944* 

(In Millions of Dollars) 


Year 

Cash rccei 

pts from farm marketings 

Govern¬ 

ment 

payments 

Total cash 
receipts 

Crops 

Livestock 
and products 

Total 

1935-1939 av. 


$4,547 

$7,974 

$502 

$8,476 

1940 


4,893 

8,364 

766 

9,130 

1941 

4,716 

6,465 

11,181 

586 


1942 

6,331 

9,041 

15,372 

697 

16,069 

1943 

7,980 

11,454 

19,434 

672 

20,106 

1944 

9,038 

11,322 

20,360 

804 

21,164 

1945 

9,538 

11,982 

21,520 

769 

22,289 

1946 

11,165 

13,699 

24,864 

772 

25,636 

1947 

13,504 

16,510 

30,014 

314 

30,328 

19481 

13,485 

17,060 

30,545 

257 

30,802 


* Agricultural Statistics, 1949, p. 627. 
t Preliminary. 


Agricultural Act of 1948 . At the end of December, 1946, the Presi¬ 
dent officially announced the end of the war, thus fixing the termination 
of the wartime agricultural price supports at the end of 1948. The new 
Act of 1948 was a compromise under which the existing price-support 
legislation, with some changes, was extended through 1949. Beginning 
in 1950, a much-changed support plan was to be provided, but it was 

“ Current Developments in the Farm Real Estate Market, Bureau of Agri¬ 
cultural Economics Release, August, 1948. 

,# The Balance Sheet of Agriculture, pp. 1-3. U.S. Department of Agricul¬ 
ture Miscellaneous Publication 672, 1948. 
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replaced before it went into effect. The major provisions of the Act of 
1948 were the following: (1) Flexible price supports at 60 to 90 per cent 
of parity were provided for the basic products, wheat, corn, cotton, 
tobacco, rice, and peanuts, the supports related inversely to the normal 
supply. (2) Prices of nonbasic commodities could be supported at any 
level up to 90 per cent of parity as determined by the Secretary of Agri¬ 
culture. (3) The method of figuring parity was changed. The old rela¬ 
tionship as of 1910 to 1914 was retained for the relative price position of 
farm products sold and products bought by farmers. For each supported 
product an “adjusted” price base equal to the average price for the pre¬ 
ceding 10 years was substituted for the old 1910 to 1914 base. (4) Any 


FARM INCOME AND EXPENSES 


BIL. DOLLARS 



• !•■<■«••••« CMIKMH Mmlmll IIC«nt ••»» •••III unlit 


V.t 0» MMMllH •«'. *il t.MivO Uf<.(»■<» 

Fig. 4. Agriculture is prosperous during war periods because income increases 
much more rapidly than expenses. Later income shrinks but expenses remain 
high. 

downward change from the old base to the new one was to be made 
gradually. (5) Marketing quotas could be used in case of large supplies 
or a continued low price for a consecutive 3-month period. 

The provision for an adjustment between supply and the rate of sup¬ 
port was intended to make an automatic correction for large or small 
supplies. The recent and flexible parity base was an improvement over the 
previous rigid one. The Act was supported by all the major farm organ¬ 
izations, yet it was strongly opposed by many farmers who, having ex¬ 
perienced high supports, were reluctant to accept lower guaranties. As 
compared with previous acts its provisions were definitely more in the 
direction of the public interest and less in that of class legislation. Before 
the Act became operative it was replaced by the Agricultural Act of 1949. 
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The Agricultural Act of 1949 . The Agricultural Act of 1949, which 
became effective Jan. 1, 1950, contains the following major provisions: 

1. It retains the 10-year moving average parity formula of the 1948 
act, but amends it to include wages paid hired farm labor and also the 
wartime subsidy payments to producers under OPA. 

2. For four years, 1950 to 1953, the basic commodities are to have the 
higher parity as calculated under the old or the new formulas, after 
which the flexible support provisions are to be restored. 

3. The new parity formula applies to all nonbasic products that are 
supported. 

4. The price of dairy products is supported within the range of 75 to 
90 per cent of parity as determined by the Secretary of Agriculture. 

5. The price of wool (including mohair) is supported within the range 
of 60 to 90 per cent of parity as determined by the Secretary of Agri¬ 
culture. 

6. Mandatory supports are provided for Irish potatoes, tung nuts, and 
honey within the range of 60 to 90 per cent of parity as determined by the 
Secretary of Agriculture. 

7. For any other nonbasic commodity the Secretary is given discre¬ 
tionary authority to provide supports at levels not to exceed 90 per cent 
of parity. 

The general effect is a higher support level. Of the basic crops the old 
parity formula gives the higher supports for wheat, corn, cotton, and 
peanuts, while the new formula favors rice and tobacco. For most non¬ 
basic commodities the new parity formula provides higher supports than 
the old. For the few products for which the new parity is lower than 
the old, the reduction is graduated downward, 95 per cent of the old 
parity in 1950, 90 per cent in 1951, 85 per cent in 1952, and so on to the 
lower level. The provisions for controls through acreage allotments and 
marketing quotas are retained. 

Other Major Changes in Agriculture 

The preceding discussion has followed briefly the drastic shifts that 
have taken place since 1914 in farm production, demand for these prod¬ 
ucts, prices, incomes, and the governmental aids established in an effort 
to produce stability in a period of marked instability. Meanwhile many 
changes have occurred within agriculture, each of which has contributed 
much to the general picture. Among these changes brief treatment will 
be given here to the mechanization of agriculture, the expansion of educa¬ 
tion and research, the growth of farmers’ organizations, transportation 
developments, the redirection of land policy, and changes in crop and 
livestock production. Aspects of farm credit, cooperative activity, and 
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taxes will be mentioned in passing, inasmuch as they will be treated more 
fully in subsequent chapters. 

Farm Mechanization. Just as agriculture in the period before the Civil 
War depended largely upon hand labor, so from the Civil War to World 
War I it depended largely upon horsepower. The gasoline tractor, intro¬ 
duced shortly after 1900, was being improved, and by 1910 annual pro¬ 
duction of tractors had reached 4,000. In 1916 more than 29,000 were 
manufactured, most of which were sold in the domestic market. By 1930, 
920,000 farm tractors were in use. During the depression years following 
1930, few tractors were added, but by 1935 demand again became strong, 
surpassing the capacity of manufacturers for the time. Manufacture was 
restricted during World War II. 

Changes in types have been rapid. The first gas tractors were very 
heavy. Lighter machines were introduced about 1917, and rapid develop¬ 
ments were made in the standard or four-wheel type of farm tractor. 
About 1924 the general-purpose type appeared, which was capable of 
cultivating row crops. About the same time the power take-off was in¬ 
vented, permitting the transfer of power from the tractor directly to 
moving parts of machines being operated. Developments in very recent 
years have included a marked shift to the general-purpose or cultivating 
type of tractor, the use of high-compression motors, and pneumatic tires, 
with an increase in speed, power, and efficiency and lower fuel consump¬ 
tion. Small-size tractors, suitable for lighter jobs and for use on small farm 
units, have made mechanized power more widely available. 

Coincident with this increase in use of tractor power has been a reduc¬ 
tion in numbers of horses and mules on farms. The peak of horse numbers 
was in 1919, and of mules in 1925. Displacement of work stock was has¬ 
tened also by the increase in numbers of farm trucks and automobiles. 
The extent of these changes is shown in Table 17. 

Marked changes were made also in machinery design from the early 
adaptations of horse-drawn types to the larger and heavier machines suited 
to the new power units. Later many machines were designed for direct 
mounting on tractors. Rubber tires were introduced on most kinds of 
farm equipment for faster and easier operation. 

The application of mechanized equipment has differed much by 
regions. The greatest change occurred in the Great Plains and in the 
Corn Belt. The combine was introduced into the wheat fields of the Great 
Plains in 1907 and into the Corn Belt in 1924. In the late twenties com 
pickers came into general use in the Com Belt. These areas had productive 
soils and a type of agriculture suited to laborsaving equipment. In other 
areas rapid mechanization has taken place in the better suited parts of 
the areas and in localities of specialized production. The application of 



82 AN INTRODUCTION TO AGRICULTURAL ECONOMICS 


mechanical methods to cotton and tobacco production has been slow. 
Cotton pickers have passed the experimental stage, but mechanical picking 
still presents problems. 

Other new machines of many kinds have been invented and are being 
put into use. Among these are flame cultivators, tractor loaders, corn and 
hay driers, self-propelled combines, pickup choppers for hay, sugar-beet 
harvesters, peanut shakers, blowers for insecticides, side-row fertilizer 
distributors, and multiple-operation machines which replace several single 
operations. 


Table 17. Number or Horses and Mules, Tractors, Motor Trucks, and Automobiles 
on Farms, United States, Jan. 1, 1910, to Jan. 1, 1949* 

(In Thousands) 


Year 

Horses 
and mules 

Tractors 

Motor trucks 

Automobiles 

1910 

24,211 

1 

0 

50 

1920 

25,742 

246 

139 


1930 

19,124 

920 

900 

4,135 

1940 

14,478 

1,545 

1,047 

4,144 

1945 

11,950 

2,425 

1,460 

4,152 

1947 


m*/xm 

1,730 

4,520 

1948t 



1,920 

4,930 

1949f 

8,274 

3,500 

2,100 

5,300 


• Martin R. Cooper tt al., Progress of Farm Mechanization, pp. 32 and 85; and Sherman E. 
Johnson, Changes in American Farming, p. 17. 

t 1948 and 1949 from Agricultural Statistics, 1949, pp. 405, 571. (1949 preliminary.) 


Mechanization has been a major influence in the increase in agricultural 
production since 1914. With an increase of 26 per cent in the volume of 
farm power, machinery, and equipment and a decrease of 17 per cent in 
farm employment, total farm output has been increased 60 per cent. 20 
The heavy physical effort in farming has been greatly reduced, while 
the faster rate of work and higher quality of operation have greatly 
raised the output per worker. As a result, fewer workers are required. 
The greater timeliness possible in many farm operations is significant. 
It is of most value in speeding up ground preparation and planting opera¬ 
tions under adverse weather conditions and in avoiding losses in harvesting. 
The shift from horsepower to tractor power between 1914 and 1945 
released 42 million acres previously used to produce feed for farm work 
stock. 21 The time of farm operators required for power maintenance has 

w Cooper et al., Progress of Farm Mechanization, p. 81. 

"Ibid., p. 24. 
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been reduced. The average size of farms has been increased. Ar the same 
time a higher degree of mechanical skill is necessary, and the investment 
and operating costs have become items of cash outlay. As a result farming 
has been further commercialized. These changes have affected crop 
production to a much greater degree than that of livestock and livestock 
products and have resulted in reducing the cost of producing the former 
relative to the latter. 

Farm electrification has added to the power sources of the farm but has 
had its greatest influence in raising the living standards of farm families. 
In 1925 only 3 per cent of the farms had central-station electric service; 
by 1935 this proportion had increased to II per cent. In the latter year 
the Rural Electrification Administration was set up as a work-relief proj¬ 
ect and the following year was made a permanent organization. Through 
a plan of area coverage, cheaper construction costs, and self-liquidating 
loans to farmer nonprofit cooperative organizations, electric service be¬ 
came much more widely available. By 1940, 30 per cent of the farms had 
service, by 1946, 54 per cent, and by 1948, 69 per cent. 22 In some states 
the proportion ran much higher. 

As farm power, electricity is adaptable chiefly to stationary jobs such 
as operation of pumps, milking machines, cream separators, brooders, and 
milk coolers and the lighting of farm buildings. In 1943 such uses took an 
estimated 37 per cent of current used on farms. Household appliances 
used 63 per cent. These uses made available to the farm home most of 
the conveniences and laborsaving devices enjoyed bv the urban dweller. 

Agricultural Education and Research. Agricultural Colleges. The 
colleges of agriculture were well established by 1914. The curriculums 
which had previously emphasized production were broadened to include 
agricultural economics and rural sociology. The earlier objective of train¬ 
ing men for farming was modified by the increasing demands for trained 
leaders, for agricultural extension, vocational agriculture, college teaching 
and research, soil conservation, and businesses related to agriculture, as 
these phases developed. During World War I military demands reduced 
student numbers more than a third and during World War II reduced 
them almost to the vanishing point. In each case recovery was rapid after 
the war. Over the period the significant growth in agricultural research 
has greatly enriched the content of course work and has afforded an in¬ 
creasing amount of specialization at both the undergraduate and graduate 
levels. 

Vocational Agriculture. The Smith-Hughes Vocational Education Act 
of 1917 provided for training in the secondary schools in agriculture, home 

” Joe F. Davis, Electrification of U.S. Farms Near the Three-quarter Mark. 
Agricultural Situation, Vol. 33, No. 3, March, 1949, p. 8. 



84 AN INTRODUCTION TO AGRICULTURAL ECONOMICS 


economics, trade, and industries. The agricultural and home-economics 
phases made practical training in these subjects available to large numbers 
of high-school students, only a small proportion of whom would attend 
agricultural colleges. Funds for this work are provided jointly by Federal 
appropriation and local school agencies. Teachers are trained mainly by 
the agricultural colleges with technical educational requirements usually 
given in colleges or departments of education. In 1944 more than 259,000 
students in agriculture and 506,000 in home economics were reported on 
a full-time basis. In addition about four-fifths as many in agriculture and 
three-fifths as many in home economics were reported on a part-time 
basis. 21 The regular class instruction in these subjects is supplemented by 
the activities of the Future Farmers of America. These clubs, which arc 
organized on a national basis, promote programs and individual projects 
for the development of agricultural leadership, cooperation, and citizen¬ 
ship. Agricultural training both in the classroom and through the FFA has 
encouraged the use of improved methods and has made farming more at¬ 
tractive to rural youth. Those who later go into other occupations should 
have a broader understanding of the problems of agriculture. 

Agricultural Extension Service. The Smith-Lever Extension Act of 
1914 provided for extension work in agriculture and home economics to 
be carried on cooperatively by the U.S. Department of Agriculture and 
the state colleges of agriculture. Some work of this kind had been carried 
on for some years by these and other agencies. The new Act provided 
for the “giving of instruction and practical demonstrations in agriculture 
and home economics to persons not attending or resident in colleges 
. . . and imparting information . . . through field demonstrations, pub¬ 
lications, and otherwise.” 24 The Extension Service was organized locally 
on a county basis with county agricultural agents and home-demonstration 
agents in a large number of counties. 

It furnished a means by which the results of research could be in¬ 
terpreted and carried to farmers and homemakers. In addition to work 


with adults, boys’ and girls’ club work enrolled large numbers in the 4-H 
clubs and gave them instruction and leadership. Later, rural youth groups 
—the in-between age—were organized. Much of this educational work has 
been projected through existing farmers’ organizations though it has not 
been limited to their membership. 

During World War I the Extension Service performed a timely task 
in organizing farmer groups and in directing their efforts in the produc¬ 
tion of food. Later it aided in the educational phases of the farm programs 


" Statistical Abstract of the United States, 1947, p. 140. 

"Alfred Charles True, A History of Agricultural Extension Work in the 
United States, 1785-1923, p. 114. 
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of the thirties and again in World War II contributed greatly to directing 
agriculture’s widespread part in the war effort. Meanwhile, the regular 
activities have been carried on-the teaching of new methods and econ¬ 
omies in production, the keeping and interpretation of farm records, 


the need for and methods of soil conservation, methods of controlling 

insects and disease, developing cooperative activities in marketing and 

other fields—in short, making the farm business more profitable and home 

and community life more attractive. 

* 

A popular phase of extension work has been the agricultural outlook 
work which was undertaken in 1922. This work consisted of bringing 
together annually information regarding present and prospective supplies 
of farm products and the present and prospective demands for them, and 
interpreting this information as a guide to farmers. For many years the 
outlook was a late-winter program, but more recently it is carried on 
around the calendar with seasonal and regional emphasis on particular 
products somewhat in advance of the beginning of the farmers' produc¬ 
tion season. Its scope embraces both domestic and foreign situations and 
aids in balancing production with probable demand. 

From 928 county agricultural agents and 279 home-demonstration 


agents in I9I4* 4 the extension staff for continental United States grew to 
10,419 in 1946, divided as follows: county agricultural agents and assis¬ 
tants, 4,624; county home-demonstration agents and assistants, 2,974; 
county 4-H club agents, 453; administrators and supervisors, 703; subject- 
matter specialists, 1,685.** Through these groups the production and mar¬ 
keting phases of the agricultural industry arc related directly to the results 
of the broad research program and to the needs of the nation and of the 
world for the products of the farm. 

Agricultural Research. Prior to 1914 research in the agricultural ex¬ 
periment stations and in the U.S. Department of Agriculture had made 
much progress in solving the problems of production. A new phase the 
economics of farming, was developing. Research in this field involved 
"cords under actual farming conditions, analysis of individual farming 
businesses, and comparison of farming systems and types as well as the 
broader problems of marketing, tenancy, rural credit, cooperation, and 
rural organization. The work of the experiment stations was broadened 
by additional Federal grants under the Purnell Act in 1925, the Bankhcad- 
Joncs Act of 1936. and the Research and Marketing Act of 1946 While 
the earlier efforts of research were directed toward the solution of imme¬ 
diate problems, the later developments have been expanded through 
greatly increased breadth of the problems and in increased specialization of 

51 Ibid., p. 200. 


Ja Agricultural Statistics, 1947, p. 687. 
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the workers. The experiment stations while engaged in a wide variety of 
problems have been primarily responsible for those of a local character. In 
some problems which apply in a region covering several states, joint 
efforts of the several stations have economized effort. In the larger 
problems of national scope the state experiment stations cooperate with 
the U.S. Department of Agriculture, which takes the lead. 

I o aid in the solution of these broader problems four regional labora¬ 
tories apply agricultural and industrial chemistry in developing new uses 
for farm products. Other regional laboratories are working on problems 
of particular products. Agricultural research uses the basic sciences such as 
chemistry, geology, botany, and entomology on problems of production 
and utilization. It uses economics with its tools of accounting and sta¬ 
tistics on problems of supply, price, consumption, and trade relations. 
Thus docs research in agriculture keep pace with that in other lines. 

Secretary Anderson thus epitomized the results of science as applied 
to the farm: 27 

VVc now have tractors and attachments that pull our he*vy equipment and 
can dig holes, grade roads, clean barnyards, lift loads, and grind feed. We 
have hens that lay twice as many eggs as chickens did a few years ago. We 
have alfalfa, wheat, flax, and oats that arc wonderfully resistant to plant 
diseases. VVc can buy a kind of chemical that kills weeds and, used in another 
way, stimulates the growth of fruit and vegetables. We have new kinds of 
cattle and sheep and hogs that give us more wool or meat or bacon; and we 
have surer ways to keep them healthy and free of pests. Insecticides make our 
houses and barns more sanitary and comfortable. We have hybrid trees, 
hybrid corn, and hybrid onions of almost unbelievably higher yields. Many 
of the mysteries of the good earth have been disclosed to us, and we use the 
knowledge to till the soil for its welfare and ours. Airplanes take some of our 
produce to market; new kinds of packages and processes keep it fresh and 
wholesome. The corncobs that we used to bum or throw away have been 
given a good use in industry. These are the results of a few years of agricul¬ 
tural research. 

To convert these gains into “the life more abundant” farmers must go 
farther. 7 hey must keep abreast and make adjustments to current demands, 
maintain a business with good income and controlled expenses with regard 
both to production and marketing, and through their efforts both as 
individuals and as members of groups strive to translate the results into 
better living. 

Unfortunately the rate of penetration of scientific results to the grass 
roots is slow. Some farmers resist change. For others the rate of adaptation 

* Clinton P. Anderson, Life More Abundant. Foreword, U.S. Department 
of Agriculture Yearbook , 1943-1947. 
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is limited by lack of finances or equipment or the small size of the farm 
units. Gradually, however, the teachings of the Extension Service, the 
vocational agriculture departments, and the colleges of agriculture arc 
raising the general level, and large numbers of farmers arc quick to utilize 
the results of research. The net results of educational effort arc to broaden 
the range of earnings among individual producers, to reduce the number 
of producers in relation to consumers, and to provide an ample supply of 
food and fiber for the nation. On the other hand, they may accentuate 
the problems of surplus production and of the large number of farmers 
on low-income levels. 

Farmers’ Organizations. Out of the varied earlier experiences in the 
efforts to organize farmers into large and active groups came more realis¬ 
tic ideas of the functions of such organizations. Three outstanding or¬ 
ganizations emerged. Two of these, the Grange and the l a armors Union, 
carried over from the previous period; the third, the American Farm 
Bureau Federation, shortly came upon the scene. 

Grange. The trend of membership in the Grange, which after its ini¬ 
tial large expansion and contraction in the seventies had been generally up¬ 
ward from 1889 to 1914, continued to increase until it stood at more than 
750,000 in 1946. The membership then represented 36 states and was heav¬ 
iest in the northeastern, north-central, and far northwestern parts of the 
country. 3 * The Grange is organized on a national, state, and local basis. 
The program is conservative in character, and emphasizes social and edu¬ 
cational activities in which it makes provision for the whole family. Some 
cooperative undertakings arc sponsored. The organization has actively 
supported or opposed a long list of legislative measures during its 80 years 
of history. During more recent years it has actively cooperated with 
many groups in supporting measures both for the betterment of agricul¬ 
ture and in the national interest. 

Farmers' Union. From its initial high period in numbers, between 1914 
and 1920, membership in the Farmers' Union dropped rapidly until it fell 
below 100,000 in the late twenties. By 1946 membership was about 140,000 
with 350,000 represented in its cooperatives.” Its membership is strongly 
concentrated in the Great Plains area. It is organized on a national, state, 
and local basis. It is the most radical of the farmers' organizations and has 
taken a strong position regarding relief of underprivileged farmers, a 
broad scope of cooperative activities, and an aggressive educational pro¬ 
gram. It has strongly favored governmental assistance to agriculture and 
has taken a position on many national issues, although its methods for 
David Edgar Lindscrom, American Farmers’ and Rural Organizations, p. 
164. 

°* Ibid., p. 206. 
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achieving these ends frequently are more radical than those of other 
farmers’ organizations. 30 

American Farm Bureau Federation. The American Farm Bureau Fed¬ 
eration had its inception in a number of county groups which were or¬ 
ganized in New York, Illinois, and Iowa in 1911 and 1912. Similar devel¬ 
opments followed in other states. The passage of the Smith-Lever Act in 
1914, providing for the Agricultural Extension Service, gave a great im¬ 
petus to this movement as many county farm bureaus were formed to 
back up the county extension agents. As this movement spread, state units 
were organized through federation of the county units. Among these the 
Illinois Agricultural Association was organized in 1916. By 1919, 18 state 
farm bureaus had been established, nearly all in the northern part of the 
country. These state units in turn were organized into a national body, 
the American Farm Bureau Federation, in 1919. A parallel development 
among farm women developed in connection with the work of the home- 
demonstration agents of the Extension Service and the American Home 
Bureau Federation was formed in 1922. 

The national Farm Bureau organization was formed with a member¬ 
ship of more than 300,000. The increase was rapid, until the break in farm 
prices in 1920, then followed a fluctuating downward trend until 1933, 
when the membership numbered only half of that at the start. 31 From 
that low point a rapid increase took place and by the end of 1948 ex¬ 
ceeded 1,325,000.” The membership is fairly well distributed over the 
country with its heaviest concentration in the Middle West. 

The relationships of the farm bureaus and the Extension Service vary 
by states. In Illinois, for example, the relationship has been close. Farm ad¬ 
visers, or county agents, certified by the agricultural college, arc employed 
by the county farm bureaus to direct a broad educational extension pro¬ 
gram. In some other states the two organizations have no direct connec¬ 
tions, and the farm-bureau activities contain less of an educational 
character. 

The character of the state farm-bureau organizations has varied greatly 
from state to state, both in activities undertaken and in the method of 
support. In some states the early organizations were largely educational in 
character; in others they developed mainly commercial lines of activity. 
As the organizations grew into units of larger scope, many service and 
commercial aspects were developed, handled for the most part by sub- 

*® DeWitt C. Wing, Trends in National Farm Organizations. U.S. Depart¬ 
ment of Agriculture Yearbook , 1940, pp. 957-959. 

" Lindstrom, op. cit., p. 181. 

11 The Nation's Agriculture (American Farm Bureau Federation), Vol. 24, 
No. 2. February, 1949, p. 3. 
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sidiary cooperative organizations. Among the activities developed in this 
field were the cooperative purchasing of farm supplies such as petroleum 
products, feed, fertilizer, coal, paint, etc., and mutual insurance of many 
kinds. These organizations from the start took an active interest in the de¬ 
velopment of cooperative marketing of many farm products. This support 
had much to do with the rapid growth of cooperatives, both in number 
and in volume of business, after 1915. 

On the national level the American Farm Bureau Federation strongly 
supported the governmental legislative program for agriculture in the 
twenties and thirties. It has formulated a comprehensive program for agri¬ 
culture with strong emphasis on the economic side. It cooperates with 
the educational agencies in agriculture and with other farmers' organiza¬ 
tions. In its policies it ranks betw een the other two groups. Because of its 
strength of numbers and its broad program it has wielded much influence 
in the national program for agriculture. 

Through these three national farmers’ organizations with their state 
and local subdivisions, farmers have achieved a measure of unity. In¬ 
dividual farm businesses arc small as compared with industrial concerns, 
and the economic interests of farmers in one area arc frequently in con¬ 
flict with those in other areas, but the combined strength of numbers of 
farmers and value of their products is impressive. Through organization 
farmers have sought to further their interests and to hold their own in 
the competitive struggle with organized industry. 

Transportation. The railway system of the country was well developed 
before 1914, although the maximum miles of road was reached in 1916. 
From that date until 1945 the miles of road declined about 10 per cent 
as less profitable and duplicating roads were abandoned. Between 1930 
and 1945 the number of boxcars declined 30 per cent and stock cars 35 
per cent, but the average capacity of all freight cars increased 11 per 
cent, 34 and longer trains and higher speeds maintained generally adequate 
service. The problem of rates has continued and was acute during the 
depression years of the thirties. 

Highways, linking farms to shipping points and to central markets, 
took on a new' significance with the advent of the automobile and motor 
truck. The character of the roads varied greatly. Some areas, well sup¬ 
plied w ith road-building materials, had a good system of turnpikes, which 
required only widening and surfacing; others without such supplies re¬ 
quired new construction. Progress in construction of improved roads w as 
slow until after World War I. In 1921 only 13 per cent of rural roads w r erc 

" Resolutions Adopted at 1948 Convention—Official Letter, American Farm 
Bureau Federation, Chicago, Dec. 22, 1948. 

** Statistical Abstract of the United States, 1947, p. 511. 
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surfaced. 35 In rhe period between the two wars an extensive program of 
road improvement took place, under state auspices, supported by bond 
issues. Federal aid was given to states after 1921. County and even town¬ 
ship units issued bonds to build roads. By 1945, 47 per cent of the rural 
roads were surfaced, and a fairly adequate system of arterial highways had 
been developed. About one-third of the farmers still did not have all- 
weather roads. 

As roads were surfaced and improvements made in trucks, the number of 
farm-owned trucks increased. By 1945, 1.3 million farms had trucks. In 
addition trucks for hire and those distributing farm supplies added to the 
transportation facilities of farms. Truck hauling was used extensively first 
for short hauls and the marketing of perishable products like milk. The 
scope of trucking was widened both geographically and in kind of prod¬ 
ucts and gave strong competition to railways, particularly in carrying 
dairy products, livestock, fruit, and other products for limited distances. 
Grain moves by truck to elevators or shipping points from which shipping 
by rail predominates. For long hauls, such as the movement of fruits and 
vegetables from the Far West or feeder and stockcr cattle from the South¬ 
west, movement is by rail rather than by truck. 

The automobile has provided transportation for the farmer and his 
family parallel to the use of the motor truck in hauling his products and 
supplies. This greater mobility has reduced the time required for the 
management phases of the farm business and has made possible a greater 
participation in travel and recreation. 

Inland waterway transportation continues to be used for grain and other 
heavy freight. Such movement on the central rivers, the Great Lakes, and 
the New York Barge Canal (formerly the Erie Canal) was important dur¬ 
ing World War II when all transport facilities were overloaded. The air¬ 
plane has been used rather extensively for dusting for insect control and 
in emergencies such as the distribution of feed and supplies to snow¬ 
bound areas on the Great Plains in the winter of 1948-1949 but has not 
been significant as a regular means of agricultural transportation. 

The change in transportation facilities during this period greatly re¬ 
duced the isolation of farm families, reduced the cost of moving products 
from the farm to market and of securing necessary supplies, reduced 
marketing losses, and aided in the preservation of quality of the products. 

Land Policy. The struggle over conservation and use of natural re¬ 
sources which had focused in the West for two decades before 1914 was 
by no means over. Private interests were determined to exploit what 
natural resources remained in the public domain. For the next three dec¬ 
ades the struggle continued, its emphasis at one time on forests, at other 
times on mineral lands, or water-power sites, or grazing lands. Many meth- 

u Ibid., p. 490. 
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ods of control were tried. In the twenties the Federal government entered 
the reclamation and water-power business. Problems in the irrigated areas 
ensued. Finally in 1935 the President withdrew the entire remaining public 
domain-166 million acres—in preparation for a nationwide conservation 
program. 30 During all this period of controversy homesteading had con¬ 
tinued, in large part under grazing homesteads. Those in course of proving 
up when the withdrawal of 1935 took place were allowed to complete their 
entries. After classification some additional lands were opened, but com¬ 
pleted entries fell off rapid I v after 1939. In 1945 rural lands in Federal 
ownership totaled 458 million acres, or 24 per cent of the land area. 37 This 
area was administered by more than 13 agencies of which the Forest Serv¬ 
ice, Grazing Service, Office of Indian Affairs, and the General Land 
Office administered 86 per cent. 

Following the withdrawal of public land in 1935, land classification, 
under which land was designated as suited for crop, range, forest, or min¬ 
eral purposes, was completed and a policy initiated looking to the needs 
of all parts of the country. This policy was to undertake to correct the re¬ 
sults of a century and a half during which much of the country’s natural 
resources had been disregarded, wasted, or exploited. Many agencies came 
to have a part in the program; of these the Soil Conservation Service was 
charged specifically with problems of land use and conservation. 

The Soil Conservation Service first undertook operations under in¬ 
dividual contracts with farmers and through demonstration areas. Soon a 
plan was developed for cooperative action with soil-conservation districts 
organized under state laws, by which the Soil Conservation Service fur¬ 
nished technical help and the work and materials were provided by the 
cooperating farmers. By 1941, 42 states had established laws for conserva¬ 
tion districts, and by 1945 all states had made such provision. 33 Districts 
organized totaled 662 by 1941 and 1,461 in 1945. From 1941 to 1945 the 
area placed in organized districts averaged 100 million acres per year, and 
the areas to which new treatments were applied increased annually from 
4.7 million acres in 1941 to 13 million in 1945. The types of treatment 
varied much from state to state; they included contour cultivation, cover 
crops, crop-residue management, strip cropping, range properly stocked, 
seeding of range and pastures, woodland improvement, tree planting, 
terraces, diversions, drainage, irrigation, and farm and ranch ponds. 39 

The rate of adoption of conservation practices was greatly accelerated 

‘ Roy M. Robbins, Our Landed Heritage, The Public Domain, 1776-1936 
p. 422. 


” L. A. Rcuss and O. O. McCracken, Federal Rural Lands, p. 55. U.S. De¬ 
partment of Agriculture, 1947, mimeographed. 

*’ Agricultural Statistics, 1946, p. 664. 

" Ibid., 1947, pp. 630-631. 
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by the Soil Conservation Act of 1936 and the AAA of 1938, under which 
the Federal government through benefit payments absorbed much of the 
cost. The Farm Security Administration, later the Farmers Home Admin¬ 
istration, aided in applying the conservation program on low-income 
farms, and the Agricultural Extension Service has helped to promote the 
educational features. 

A noteworthy start has been made, but many years will be required be¬ 
fore the damage of a century and a half is overcome. What is the total 
scope of the task? To what extent will the 3.6 million farmers cooperating 
in 1945 continue if all Federal payments should cease? These questions 
are as yet unanswered. 

Crop- and Livestock-production Changes. The major regional areas of 
specialization in agricultural production, as described earlier, were well 
established before 1914. Since that time these areas have changed some¬ 
what as their production has been altered by the introduction of new 
crops and by shifts among products in response to price changes. The 
over-all picture of farm production through this period has been por¬ 
trayed, including the sharp increase during World War I, the efforts 
during the between-war years to control production and to shift its trend 
toward a more permanent basis, and the further marked increase during 
and following World War II. The part that mechanization and research 
have contributed not only to volume of production but also in the direc¬ 
tion of economy and the bettering of quality has been depicted. 

Other widespread influences affecting production during this period in¬ 
clude the introduction and spread of sweet clover, lespedeza, and soy¬ 
beans, and the use of hybrid seed corn. Sweet clover, earlier considered as 
a weed by farmers, was recognized as a potential farm crop about the be¬ 
ginning of this period. Because of its use for soil-building purposes and as 
a rotation pasture crop its use spread rapidly. No data are available on 
total acreage, but harvested seed acreage rose to 556,000 acres in 1939, 
then declined to less than two-fifths of that figure. Lespedeza, a legume 
crop adapted best to the southeastern quarter of the United States, came 
into importance in the mid-twenties. It is used as a pasture, hay, and soil¬ 
building crop. Total acreage is unknown, but seed production in 1944, 
the high point, was obtained from 1.2 million acres. Lespedeza and sweet 
clover have been useful in connection with the conservation program. 

Soybeans were grown on a very limited acreage before 1910, but annual 
data were not collected until 1924 when 448,000 acres were harvested for 
beans. This acreage increased steadily to 5.9 million acres in 1941. The 
war demands for vegetable oils and protein feeds brought a sharp increase 
to an average of more than 10 million acres for the years 1942 to 1947. 
Production of soybeans reached 201 million bushels in 1946 and 220 
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million bushels in 1948. 40 Some additional soybean acreage was used 
annually for hay and grazing purposes. Of the large production during 
the war years, 88 per cent was in the Corn Belt. 41 

Hybrid seed corn afforded the most striking change of the period. In 
1929 hybrids adapted to the Corn Belt became available. In 1933 their use 
represented 13 per cent of the United States’ corn acreage; in 1947 it ex¬ 
ceeded 73 per cent for the country and 90 per cent for the Corn Belt. The 
average increase in yields of hybrid seed over open-pollinated varieties is 
about 20 per cent. 42 This increase in yield represented an addition of 500 
million bushels to the 1948 crop. 

Hemp was grown as an emergency crop during World War II. Acreages 
of peanuts, flax, dry edible beans, and dry peas were greatly expanded. 
Throughout the entire period since 1914 a marked shift in hay production 
has occurred from grasses to higher yielding legumes. Production of citrus 
fruits increased more than three times from 1929 to 1943. 43 

Egg production per layer increased more than 50 per cent during the 
period, while milk production per cow increased 13 per cent." Livestock 
numbers in general change more slowly. When expressed in animal units 
of livestock fed, work stock underwent a steady decline. Dairy cattle and 
poultry followed a slow upward trend. Units of hogs were fairly constant 
except for a sharp expansion in 1922 and 1923, a drastic cut with the 
drought of 1934 and carrying through 1937, and a marked expansion dur¬ 
ing the early years of World War II. Beef cattle had two rather complete 
cycles with high points in 1919, 1933, and 1944.' 

Unlike the earlier periods when increased production arose chiefly from 
expansion, the increases since 1914 represent largely the technological 
changes coming from research and mechanization plus the drastic stimula¬ 
tion of two war periods. 

Changes for Later Treatment. Among the important influences affect¬ 
ing agriculture between 1914 and 1949 were changes in farm credit, ten¬ 
ancy, cooperatives, and taxes. As most of these phases will be developed 
in greater detail in later chapters only brief mention is made here. 

Farm Credit. The Federal Land Bank was organized in 1916 to supply 
long-term credit to farmers. The land boom of 1919-1920 resulted in a 

,# l)ata on sweet clover, lcspedcza, and soybeans from Crops and Markets , 
January, 1948, pp. 4-6; and Agricultural Statistics, 1949, p. 150. 

" Johnson, op. cit., p. 28. 

"Ibid., p. 32. 

"Ibid., p. 37. 

"Ibid., p. 38. 

“ R- D. Jennings, Animal Units of Livestock Fed Annually. U.S. Department 
of Agriculture FM64 and Supplement, 1947 and 1948, mimeographed. 
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rapid turnover of farms and a high mortgage debt which caused serious 
difficulties following the collapse in prices in 1920 and again in 1929. In 
1933 the Farm Credit Administration was set up to provide credit of var¬ 
ious kinds for farmers and helped to mitigate the serious financial situa¬ 
tion of the depression. For farmers unable to secure other financial help 
the Resettlement Administration was established in 1935 to provide loans, 
grants, and directional assistance. This organization was succeeded in 
1937 by the Farm Security Administration and it, in turn, by the Farmers 
Home Administration in 1946. 

Farm Tenancy. From 25.6 per cent in 1880, the proportion of farms in 
the United States operated by tenants increased to 37.0 per cent in 1910 
and to 42.4 per cent in 1930. By 1940, the proportion had declined to 38.7 
per cent and by 1945 to 31.7 per cent, the lowest point since 1890. The 
proportion of farm land operated by tenants has also declined since 1930, 
but to a lesser extent than the number of tenant-operated farms. Coinci¬ 
dent with the decline in rate of tenancy and reflecting the prosperous war 
years, the equity of farm operators in the value of farms they operated rose 
to 50.5 per cent in 1945 compared with 42.8 per cent in 1940. 46 The de¬ 
crease in the proportion of tenancy and the increase in the operator’s 
equity indicate a gain toward achieving the long-standing American ideal 
of owner-operated farms. 

Farm Cooperatives. Throughout this period farmers have made in¬ 
creasing use of cooperatives as a means of promoting their organizations, 
marketing their products, and purchasing their supplies. Marketing and 
purchasing associations in 1913 slightly exceeded three thousand, and the 
value of business handled was 310 million dollars. 47 In the period 1925- 
1926 the number of associations had risen to 10.8 thousand, membership 
was 2.7 million, and total business 2.4 billion dollars. From this point until 
World War II the number of cooperatives declined slightly, the mem¬ 
bership rose somewhat, and the value of business declined with lower 
prices in the early thirties but recovered after 1936. The war period 
brought a further increase in membership to 5.4 million and in value of 
business to 7.1 billion dollars. 48 Thus have farmers through their efforts 
tried to meet the competition of other business groups. 

Farm Taxes. Since 1914 the tax burden on agriculture has increased 
greatly. Taxes on real estate and personal property have generally in- 

" Graphic Summary of Farm Tenure in the United States, Cooperative Re¬ 
port, U.S. Departments of Agriculture and Commerce, 1948, pp. 2, 34. 

” Statistical Abstract of the United States, 1947, p. 625. 

"Grace Wanstall, Co-op Membership Continues to Grow. News for Far¬ 
mer Cooperatives (Farm Credit Administration, Washington), Vol. 15, No. 

8, November, 1948, p. 19. 
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creased gradually except where excise taxes supplanted them in part. Dur¬ 
ing World War I income and added excise taxes affected some farmers, 
but rates were low. Most farm incomes were below income-tax exemp¬ 
tions during the depression years. World War II brought much higher 
farm incomes and also much heavier rates and lower exemptions of Fed¬ 
eral income taxes as well as many new excise taxes. For most farmers a 
considerable share of the net income is absorbed by taxes to support the 
Federal, state, and local branches of government. 

Summary 

The period of 1914 to 1949 has presented a scries of abnormal situa¬ 
tions. From the relatively balanced situation of 1914, the demands of 
World War I threw farm production into high gear. The postwar price 
collapse in 1920 precipitated a long-delayed effort to secure legislative 
recognition for agriculture. The proposal to dump surpluses abroad 
failed, while that for stabilization through market organization bogged 
down in the depression of the early thirties. Emergency production con¬ 
trol appeared promising but in the form tried was unconstitutional. Con¬ 
trol through the promotion of conservation and supported by Federal sub¬ 
sidy served as a stopgap until the Act of 1938 combined production and 
marketing controls, conservation, and cvcr-normal granary storage. The 
problem of surpluses still was not solved, but the accumulated stocks 
proved to be a useful reserve when World War II again called for all-out 
production. Meanwhile the economic condition of agriculture had im¬ 
proved materially. World War II again threw production into high gear. 
High production at rising prices made the war period very profitable to 
farmers. The removal of price controls after the war raised prices and 
costs to still higher levels. 

Major changes were taking place in other directions. Through mech¬ 
anization a revolution of methods was taking place. Agricultural edu¬ 
cation and research applied science to agriculture in many new ways and 
made the results known in the classroom and on the farm. Through their 
own organizations farmers came to have a voice in national legislation and 
in business affairs related to their products. The automobile and truck plus 
a road system materially reduced distances. After long years of wasteful 
distribution of natural resources the land policy was turned about to try 
to salvage what remained. New crops and seeds contributed to both con¬ 
servation and increased production of cash crops. 

In 1950 agriculture again stands at the crossroads. Its investment is in¬ 
flated, its productive capacity expanded, its costs high. Outside, the world 
situation is uncertain. The recovery of war-devastated countries and the 
reappearance of world competition point to smaller export outlets. The 
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domestic demand appears fairly secure for the present, buoyed up by 
heavy national expenditures for outside relief and domestic defense. 

The Agricultural Act of 1949 holds out supports even higher than those 
of the war period and thus postpones the needed adjustments. In an effort 
to reduce the accumulating surpluses, control measures arc being applied 
on a widening basis. The agricultural price problem is far from finding a 
satisfactory solution. 


QUESTIONS 

1. For the United States make the following comparisons between the 
periods of World War I and World War II: (a) economic and agricultural 
conditions for 5 years before the wars; ( b ) trends in agricultural production, 
prices, and land values during the wars; ( c ) effect of the wars on foreign trade 
in agricultural products; ( d) the economic situation of agriculture at the close 
of the two wars; (e) conditions following World War I and World War II. 

2. Trace briefly the following developments since 1914: (a) land values 
and land use; ( b ) transportation as related to agriculture; (c) changes in kinds 
and amounts of agricultural machinery; (d) provision for agricultural educa¬ 
tion; ( e) market outlets for farm products. 

3. What effects did the depressions of 1920 and 1929 have on our 
agriculture? 

4. What legislative aids were undertaken as a solution? With what results? 

5. What claims has agriculture to governmental assistance? 

6. What is meant by parity price? When did parity appear? 

7. Is parity price a valid goal for agriculture? 

8. Does agriculture need a permanent plan of governmental assistance? 
Why or why not? 

9. The land policy questions of this period relate primarily to land use. 

Why is this so? 

# 

10. What trends have taken place in the development of farmers’ organ¬ 
izations? 

11. List recent technological changes associated with agricultural pro¬ 
duction. 

12. What effects have these changes had upon the farmer’s efficiency? 
His income? His mode of life? 
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Chapter 5. AGRICULTURE AS AN INDUSTRY 


The remarkable changes which have taken place during the entire period 
of our national history have changed agriculture from the status of local¬ 
ized and independent self-sufficiency to that of a national industry. These 
changes have been traced in some detail in the preceding chapters. Yet the 
developments in agriculture have been just a part of the widespread 
changes which have affected all parts of our national life. Developments of 
equal magnitude and far-reaching consequences might be traced in manu¬ 
facturing; the use of labor; transportation and communication; commerce, 
both domestic and foreign; banking; and social progress; and through all 
of these lines the growing influence of government is apparent. At many 
points the meshing of agricultural development into that of other indus¬ 
tries has been noted. Thus at the middle of the twentieth century the agri¬ 
culture of the United States is a part of a vast and complicated national 
structure, all parts of which arc closely interrelated. The economic phases 
of this complicated organization arc not limited by national boundaries, 
for many goods and services move from one country to another. It need 
hardly be pointed out that the rapid changes, which have marked the de¬ 
velopment of all these industries, are still going on and that the situation 
within any broad line of economic activity and the relationships among 
various industries will continue to undergo adjustments. We live in a 
dynamic world. 

Characteristics of Agricultural Production 

Some of the changes that have taken place in agriculture have been 
similar to those in other industries. The total scope of all these industries 
has broadened with the growth of the country. Technological develop¬ 
ments—new inventions and methods—have been adopted as they became 
available. This kind of change has called for more equipment and more 
capital investment for each worker in order to increase his capacity (Fig. 
5). Between 1930 and 1945, for example, the production per worker in 
agriculture increased at about the same rate as in manufacturing and 
mining. 1 For all industries which produce material goods the distance has 

'Martin R. Cooper et al., Progress of Farm Mechanization, p. 11. U.S. 
Department of Agriculture Miscellaneous Publication 630, 1947. 
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widened between the producer and the final consumer, necessitating ex¬ 
tensive systems of distribution. Thus food, clothing, machinery, building 
materials, and nearly all other goods pass through a number of hands on 
the way to the final'user. All these lines of activity, except that of govern¬ 
ment, arc motivated by profits and hence have related problems concern¬ 
ing costs of production and the prices for their products or services. Many 
governmental activities, particularly those of a regulatory character, are 
closely related to the profits of some industry cither by way of supporting 
or curbing them. From this fact all lines of industry arc interested in en¬ 
couraging those governmental activities which benefit them and in op¬ 
posing those which limit their scope or their profits. As a result strong 



Fig. 5. The application of improved methods of farming has greatly increased 
the output per worker and reduced the number of workers needed. 


lobbies or pressure groups have developed which attempt to influence 
legislation in the direction of their special interest rather than toward the 
national welfare. 


Industries other than agriculture generally have been able to employ 
large-scale methods to a considerable extent. Those which supply a large 
part of our industrial products have commonly developed business cor¬ 
porations which in their largest forms represent huge concentrations of 
capital, employ large numbers of workers, and have a high degree of spe¬ 
cialization both in management and among the workers. Thus problems of 
production, financing, and marketing the products arc directed by highly 
trained specialists, while the processes of production may be so highly 
specialized that one worker performs only one of the hundreds of opera- 
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tions. There are, for example, only a few companies producing auto¬ 
mobiles, but each employs thousands of workers. The manufacture of steel, 
or farm machinery, or the refining of oil are other examples. Similar types 
of organization prevail in service lines such as railways, air lines, tele¬ 
graph and telephone companies; and in some lines of merchandising as il¬ 
lustrated by mail-order houses or chain stores dealing in foods, drugs, 
shoes, or furniture. Much of the products of the farms goes to big corpo¬ 
rate businesses for processing—meat packers, milling companies, dairies, 
tobacco and cotton manufacturers. In many industrial concerns the units 
arc much smaller than those indicated, but the fundamental principle of 
specialization is the same. Individual business units, in which one person 
provides the capital and manages and operates the business with only a 
few hired workers, are limited very largely to smaller retail stores and to 
professional men such as doctors or lawyers who supply services rather 
than material goods. 

Agriculture, on the other hand, is made up of a very large number of 
relatively small units, nearly all of which arc controlled by a single op¬ 
erator. This operator or farmer normally owns all or a part of the capital 
invested, he and his family supply all or a large part of the labor force, and 
the family lives at the place of business. The degree to which specializa¬ 
tion can be applied is, of course, quite limited. 

Despite the fact that a small number of relatively large farm units have 
succeeded, farming is not readily adapted to large-scale operations. It is a 
biological industry, dealing with living things, crops and animals, which 
cannot be handled on a time-clock basis. Farming is peculiarly subject to 
climatic conditions which not only change the character of the work 
from season to season, but frequently cause drastic changes in the daily 
program. For the same reason farm machines can be used only a small pro¬ 
portion of the working days. This inability to standardize farm operations 
to a high degree and the biological nature of the industry require a type of 
organization which is highly adaptable to changing conditions. This type 
has developed in the family farm. The small size of unit so prevalent in ag¬ 
riculture definitely limits the size and degree of specialization of the labor 
force, the amount of capital employed, and the volume of products to be 
marketed. This disparity of size of unit in comparison with other indus¬ 
tries, particularly as applied to the marketing of products, the purchase of 
supplies, and in representation, has accounted for much farmer participa¬ 
tion in cooperative enterprises and farmers’ organizations and in demands 
for governmental aid when conditions were adverse, as in the twenties and 
thirties. 

The Basis of Farm Production. The number of farms in the United 
States as listed in the 1945 Census of Agriculture was 5,858,889, a slight 
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reduction from the 6,096,799 enumerated in 1940. This large number of 
units leads naturally to the question, “What is a farm?” Briefly, the Census 
defines a farm as any area of 3 acres or more (or of smaller area if the 
value of its agricultural products is $250 or more) on which some agri¬ 
cultural operations are performed by one person with or without the 
assistance of members of his household or of hired employees. Obviously 
wide differences would be expected among different areas of the country, 
as a New England dairy farm, a Southern cotton farm, a Middle Western 
grain and livestock farm, a Great Plains cattle ranch, and a Pacific Coast 
fruit farm (Fig. 6). Indeed any careful observer is aware that farms in 
any community have many points of difference. 

To describe more fully the wide variety of farms, numerous classifica¬ 
tions are provided in the Census. Among these are classes based upon type, 
area, area of harvested crops, value of implements and machinery, num¬ 
ber of workers, value of products whether sold or used, and value of prod¬ 
ucts sold. Each of these classifications is useful for certain purposes, but 
no one of them alone gives an adequate picture of the contributions of the 
many farms to the economic structure of agriculture. A farm of 40 acres, 
for example, may be adequate for a good business unit in some very inten¬ 
sive kinds of production such as vegetable gardening, certain kinds of 
fruit, or poultry but would be far too small for a grain farm or a livestock 
ranch. 

A classification of farms by economic classes was undertaken for the first 
time in the 1945 Census of Agriculture based upon a representative sample 
of all the farms in the country. Seven classes were established based upon 
the value of products whether sold or used and upon the value of land and 
buildings. In general the units with highest value of products and highest 
investment fall in Class I, with each successive class representing lower 
values of production and investment. Classes V and VI are part-time farms, 
and Class VII includes all which do not fit other classifications. With few 
exceptions Classes V, VI, and VII included only farms the value of whose 
total production in 1944 was under $1,200; so these classes are grouped 
together. Under the price level of 1944 it is evident that such farms con¬ 
tributed but little to production available for market. The significance of 
such a classification is shown in Table 18. 

The above classification indicates that the 3.3 million farms, or 57 per 
cent of the total, which are in groups I through IV accounted for more 
than 90 per cent of the value of farm production in 1944 and more than 
95 per cent of the value of products sold. They represented a large pro¬ 
portion of the value of land and buildings and farm machinery, as well as 
the acres of cropland harvested. These groups comprise the commercial 
types of farms. The 2.5 million farms, or 43 per cent of the total, in groups 
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V, VI, and VII, on the other hand, represent a small proportion of the 
value of farm investments, production, or sales. These groups include 38 
per cent of the farm population and an equal proportion of the farm chil¬ 
dren under fourteen. Of those on a part-time basis some no doubt derive 
their income mainly from other occupations, hence fare better as families 
than the agricultural picture indicates. Many farmers, however, with 
meager resources eke out a precarious living. 


Table 18. Farms or the United States, by Fcosomic Classes* 


Item 



Class 



Total 

1 

• 

II 

III 

.V | 

V, VI, VII 

Number of farms (thousands). 

102 

40) 

1.173 

1,662 

2,513 

5,859 

Per cent 

17 

7 0 

20 0 

28 41 

42 9 

100 0 

Value per farm of products sold or used 

*39,352 *10,500 *4.662 *1,876 

#568 f 

*3.171 

Per cent. 

21 9i 

23-5 

30 0 

17.1 

7.5 

100.0 

Value of products: 

Sold (per cent).- 

24 2 

25 2 : 

30 6 

15.4 

4.6 

100.0 

Used (per cent). 

2 8 

9 5 

25 0 

31 2 

31.5 

100.0 

Acres of cropland harvested (per cent).. 

111 

22 2 

34.4! 

21 8 

10.5 

100.0 

Value of land and buildings (per cent).. 

16 9 

22 5 

27.5 

17.9 

15.2 

100.0 

Value of implements and machinery (per 
cent). 

12.51 23 5 

36 0 

18 7 

9.3 

100.0 

Number of autos (percent). 

4.61 119 

27 1 

26 2 

30 2 

100.0 

Farm population (percent). 

3 7 

8 5 

21 3 

1 28 5 

38.0 

100.0 

Boys and girls under 14 (per cent). .. 

3 6 

8 0 

20 8 

29.7 

1 379 

100. ( 


• Special Report, 1945 Sample Census of Agriculture, pp. 120-127. 
t Class V, 35575; Class VI, *825; Class VII, *295. 


A representative survey of open-country residences in two southern 
Illinois counties throws some light upon the character of farms in a mining 
and oil-producing area in 1947. Of the 365 rural families, 26 per cent were 
full-time farmers; 18 per cent, mostly retired, did some farm work, but no 
outside work; 14 per cent were part-time farmers, with considerable out¬ 
side work; 16 per cent were nonfarm workers with small farm enterprises; 
16 per cent were nonfarm workers; and 10 per cent were non workers, 
mostly retired. 2 Of the entire group only 26 per cent would ordinarily be 
considered as farmers, but at least 74 per cent would qualify under the 
definition in the Census. The economic and social problems of agriculture 
apply up and down the entire economic scale, though in varying degrees. 

The very large number of farming units producing on a commercial 
basis creates strong competition within the agricultural industry. Because 

’Illinois Agricultural Experiment Station Report, 1947-1948, p. 144, 1950. 
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of differences in natural conditions in a country of so large a geographical 
area, production of most products is greatest in certain regions; yet many 
farmers are engaged in the production of each product. For products 
which enter extensively into world trade like wheat, cotton, tobacco, 
wool, sugar, or vegetable oils the competition becomes world wide. 

The Role of Government in Farm Production. The place of agriculture 
as an industry is obviously influenced greatly by governmental measures. 
Attention has been directed in previous chapters to such measures as they 
affected land policy, the promotion of agricultural education, inter¬ 
national trade in farm products, specific agricultural legislation, and gen¬ 
eral regulatory measures which reached their peak during World War II. 
But governmental activities may be restrictive as well as helpful. The costs 
of government involve taxation which is applied not only at national but 
also at state and local levels. Moreover, legislative action in a democracy is 
always political as well as economic, and the two points of view may 
differ. Thus the policy of government and the methods of carrying out 
a given policy arc subject to change. Pressure groups or “blocs” or 
“lobbies" of all kinds both outside and within agriculture bring strong in¬ 
fluences to bear upon legislation being considered. The result is fre¬ 
quently a compromise which represents political expediency at the time 
rather than the best possible interests of the nation from an economic 
viewpoint. 

Problems of Agricultural Production. Out of the historical background 
of agricultural development and the interrelations of agriculture, other 
industries, and government, many economic problems have arisen which 
are perennial in character. What products are produced, and how much of 
each is needed in order to have enough but not a burdensome surplus? To 
what extent can the demand for farm products be stabilized? What rep¬ 
resents a fair level of prices, and how is it to be achieved? What happens 
to the products after they leave the farmers’ hands, and are the services 
performed adequate in character and reasonable in cost? To what extent 
does cooperative action of farmers improve their position? What are the 
credit needs of farmers, and do they have access to adequate capital re¬ 
sources at reasonable interest rates? What returns do farmers receive for 
the taxes they pay? How put land to its best use and yet conserve it? How 
provide for landless farmers? How may farm living be improved? To what 
extent should agriculture rely upon government aid? All these are prob¬ 
lems of national import; they require analysis at the national level since 
most changes must be applied there. They have, moreover, a direct appli¬ 
cation to each of the large number of farm units. Upon what basic prin¬ 
ciples should the individual farm be organized and operated to best utilize 
its resources as a business unit? 
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What Does American Agriculture Produce? 

Before considering this question the term “production” should be de¬ 
fined. Production has been used in previous chapters in the popular sense 
to include the various processes of growing and harvesting a product, as 
wheat for example. This popular use excludes marketing. The economist 
would include all the processes until the final product, flour or bread, is 
in the possession of the consumer. Thus not only growing and harvesting 
of the wheat, but its shipment, storage, milling, baking (if bread is the 
final product), and distribution to the consumer are parts of economic 
production. All these processes affect the form in which the product is 
desired, the place where it is wanted, the time when it is useful, or its 
possession bv the person who will use it. For the present purpose the 
popular rather than the economic meaning of production will be used as 
expressing more fully the farm point of view, and the later processes will 
be included under marketing. 

While production in agriculture goes on rather continuously from year 
to year, it is most conveniently measured on an annual basis. Extensive in¬ 
formation on production is enumerated for the entire country every 5 
years in the decennial and agricultural censuses. Data for the other years, 
as well as much information not covered by the Census, arc compiled cur¬ 
rently by the U.S. Department of Agriculture through an elaborate sys¬ 
tem of reports from farmers, storage firms, processors, etc. The informa¬ 
tion available covers not only past production, but forecasts of the cur¬ 
rent year’s production based upon farmers’ intentions, planting, and con¬ 
dition reports. 

Production of any product varies from year to year because of weather 
conditions, changes in number of acres planted or livestock bred, and the 
like. To overcome the year-to-year variations and to provide a standard 
for comparison, an average of the preceding 10 years is often used. This 
approach is realistic; it calls, however, for some knowledge of conditions 
during the period covered. The period 1937 to 1946, for example, in¬ 
cludes the years of the late thirties when the large accumulations were 
being built up in the cvcr-normal granary and the war and immediate 
postwar years when high production was the rule. Moreover, weather 
conditions were then more favorable than could normally be expected. 
The result is a high average, which nevertheless represents fairly well the 
expanded state of farm production in the postwar period. 

Crop Production. Acreage and production figures for 19 annual crops 
each o more than a million acres, and of 11 fruit crops indicate both total 
and relative average production (Table 19). This table omits data for 
minor crops including seed crops. All vegetable crops for commercial use 
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are grouped together. Figures are available currently for 52 crops, which 
together represent about 91 per cent of the harvested crop acreage of the 
country. Yields are country-wide averages and hence may appear to be 
low when compared with those usually secured in the highest yielding 
areas. 

Livestock Production. Production of livestock and livestock products 
is more difficult to measure. Egg and milk production are easily expressed 
in annual amounts. Numbers of animals on hand Jan. 1 is unsatisfactory 
for they include chiefly breeding stock and show trends rather than 
annual production. Numbers of young animals born is more useful, al¬ 
though part of this annual “crop” goes to replace or expand breeding herds. 
Annual slaughter indicates the numbers used for meat purposes. For a 
particular year this may exceed production if herds are being reduced or 
fall below it if they are being expanded. The total size of the livestock 
enterprises is more accurately portrayed in a recently developed scries of 
data which include all livestock fed during a year. Animals are listed in 
terms of the feed they consume including concentrates, hay, pasture, and 
other roughage.' This series is expressed in animal units, a unit being an 
average milk cow with other animals being rated in terms of comparative 
feed consumption. In Table 20 (page 108) all these measures arc used 
where applicable, 10-vear averages being used to avoid the annual varia¬ 
tions in animal numbers. 

Total Volume of Production Stable. The total volume of agricultural 
production of the United States is remarkably uniform, even through war 
and depression periods. This situation results from the large area of the 
country and the wide variety of products bv which annual increases or 
decreases of one product or group of products or in one area do not 
greatly influence total production. This uniformity is shown by index 
numbers of total production for the period since 1914 (Table 21). 
Throughout this period a gradual increase in production rook place. For 
particular groups of products marked changes in volume occurred dur¬ 
ing World War I, the drought years of 1934 and 1936, and during World 
War II. Total production was reduced during the drought years, but by 
a smaller amount than might have been expected; it increased by an ac¬ 
celerated rate during World War II. 

During nearly all of this period, however, agricultural production, as 
we have seen, was out of balance with demand. During the two war 
periods farmers were being urged to greater and greater production par¬ 
ticularly of those products most needed for the war effort, while the be- 

' R - 9* J enn,n gs, Animal Units of Livestock Fed Annually. U.S. Department 
of Agriculture FM64 and Supplement, 1947 and 1948. mimeographed. 
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Table 19. Average Annual Acreace and Production or Leading Crops, United States* 


Crop 

Acreage harvested, 

1957-1946 av. 
(thousands) 

Yield, 

1937-1946 

av. 

Production, 

1937-1946 av. 
(thousands) 

Corn, all, bu .: 

89,616 

31.4 

2,813,529 

Wheat, all, bu. 

58,852 

16 1 

942,623 

Winter, bu. 

(41,724) 

16 6 

(688,606) 

Spring, bu. 

(17,108) 

14.9 

(254,017) 

Oats, bu. 

58,056 

32.3 

1,231,814 

Barley, bu. 

12,615 

23.7 

298,811 


5,055 

12.1 

37,398 


2,958 

9 0 

26,756 

Rice, bu 

1,2*28 

46 9 

60,460 

Sorghum (grain), bu.1 

6,221 

15.7 

99,791 

Sorghum (forage), tons 

8,451 

1.42 

11,975 

Cotton, lint, bales . 

22,651 

254 2 

12,014 

Cottonseed, tons. 


. 

4,947 

Hay, all, tons .. 

75,018 

1.34 

97,563 

Beans, dry edible, 100 lb ... 

1,852 

9.14 

16,716 

Soybeans for beans, bu. 

7,162 

18.8 

134,642 

Cowpeas for peas, bu. 

1.H7 

5.3 

5,854 

Peanuts, threshed, lb. 

2,554 

708 

1,750,704 

Velvet beans, lb. 

1,885 

813 

1,526,000 

Potatoes, bu. 

2,826 

139.3 

392,143 

Tobacco, lb.. 

1,644 

1,008 

1,664,265 

Commercial truck crops. 

3,565 




Fruits 

Area covered 

Production, 
1937-1946 av. 
(thousands) 

Apples (commercial), bu .. 


115,058 

Peaches, bu 


66,725 

Pears, bu. 


30,222 

(.rapes, tons. 


2,705 

Cherries, tons. 

12 states 

170 

Apricots, tons. 

3 states 

240 

Prunes, tons. 

3 states 

326 

Oranges, boxes. 

5 states 

93,087 

Grapefruit, boxes. 

4 states 

47,478 

lemons, boxes. 

1 state 

12,808 

Cranberries, bbl. 

5 states 

674 


* Crop Production, Annual Summary, 1948. 
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Table 20. Average Annual Livestock Production, United States, 1937-1946* 


Cattle and calves 

Milk cows 

Other cattle 

All cattle 

On hand Jan. 1 (thousands). 

Calf crop (thousands). 

25,973 

48,828 

m 

Production (millions of lb.). 



Milk production (millions of lb.). 



Hogs 

Spring 

Fall 

Total 

On hand Jan. 1 (thousands). 



59,200 

86,923 

18,369 

Pig crop (thousands). 

52,965 

33,958 

Production (millions of lb.). 




Sheep and lambs 

Spring 

Fall 

Total 

On hand Jan. 1 (thousands). 



in 

Lamb crop (thousands). 



Production (millions of lb.). 



Shorn wool (millions of lb.). 



Total meat production, cattle, hogs, sheep 
(millions of lb.). 



— 

37,533 




Chickens on farms 

Hens and pullets 

Other 

Total 

On hand Jan. 1 (millions). 

425 

47 


Raised (not including broilers). 

Broiler production (commercial). 

Meat production (millions of lb. dressed weight) 
Egg production (millions). 

m 

B 

Horses and mules 

Horses 

Mules 

Total 

On hand Jan. 1 (thousands)_ 

9,961 

3,848 

13,809 


Animal units fed annuallyf (thousands) 


Dairy cattle. 

31,360 

Beef cattle. 

20,016 

Hogs. 

15,417 

Sheep and goats. 

7,954 

Poultry. 

10,466 

Horses and mules.. 

11,124 

All livestock. 

96,337 


* Meat Animals, Farm Production and Income, 1924-1944. U.S. Department of Agriculture 
1947 and current releases, mimeographed. 

t R. D. Jennings, Animal Units of Livestock Fed Annually. U.S. Department of Agri¬ 
culture FM64 and Supplement, November, 1947 and 1948, mimeographed. 
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tween-war years were plagued with the surplus problem. Why are ad¬ 
justments so slowly made on the production side? 

Basis of Stability. Adjustments in production of particular products 
or of total production arise from decisions of large numbers of individual 
fanners. Each farmer is limited in the scope of his adjustments. His in¬ 
vestment is largely in fixed form in land, buildings, machinery, and breed¬ 
ing stock; his acreage suitable for harvested crops is limited; his labor 
force is made up largely of his own and family labor; his production is 
subject to biological limits; his operating expenses are to a large extent 
fixed; he often sees little relation between his individual decisions and the 
total production picture; and, of course, lack of information and inertia 
play a part. 


Table 21. Index Numbers or the Volume or Agricultural Production roR Sale and 
tor Consumption in the Farm Home, United States, 1914-1949* 

(1935-1939 - 100) 


Year 

Index 

Year 

Index 

Year 

Index 

1914 

86 

1926 

100 

1938 

103 

1915 

86 

1927 

98 

1939 

106 

1916 

83 

1928 

102 

1940 

no 

1917 

86 

1929 

99 

1941 

113 

1918 

90 

1930 

98 

1942 

124 

1919 

91 

1931 

102 

1943 

129 

1920 

92 

1932 

% 

1944 

137 

1921 

83 

1933 

% 

1945 

134 

1922 

91 

1934 

93 

1946 

137 

1923 

94 

1935 

91 

1947 

136 

1924 

98 

1936 

94 

1948 

138 

1925 

97 

1937 

106 

1949 

138 


* Agricultural Outlook charts, 1950, p. 1. 


Within this framework the individual may make such adjustments as 
shifting acreage from one crop to another, selling crops directly or feeding 
them to livestock, or changing the proportions of the kinds of livestock 
raised. In the usual case the shifts must be made gradually. The prospect 
of a more favorable return for one product than for another will stimu¬ 
late a shift toward the favored product. Thus the higher prices of the war 
periods served to direct production into those lines whose prices increased 
most. The low prices of the depression years did not correspondingly 
shrink production, because expenses of investment and operation would 
continue and the farm resources could not easily be put to other uses. A 
farmer under a heavy debt load may even increase his volume of produc- 
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tion in an effort to meet his necessary outlays for debts and operating 
expenses. 

Thus the combined result of the year-to-year decisions of the 3.3 
million farmers who produce nearly all the marketable farm products 
point out the direction taken by agriculture as a whole. Some tend in one 
direction and some in another as each seeks to follow the course which 
he considers best suited to his conditions. 


Whether these intentions materialize into production depends in part 
upon climatic and other conditions over which farmers have little or no 
control. Frost, drought, floods, hail, storms, diseases, and insects all take 
their toll. For example, the 1948 corn acreage harvested was 2 per cent 
greater than in 1947, but because of a more favorable season production 
was 53 per cent greater. The change in average yield from 28.4 bushels in 
1947 to 42.7 bushels in 1948 was abnormal in extent, but it illustrates the 
difficulty of realizing intentions. 

Over a longer period other influences also affect farm production. Ero¬ 
sion is still taking a heavy toll in productivity and making some land un- 
tillablc. If farmers decide to use their land less intensively than during the 
war years, total production would be reduced. On the other hand, the re¬ 
sults of research, such as hybrid corn, new varieties of grains, improved 
breeding and feeding of livestock, better control of insects and disease, all 
operate to increase the production per unit. The same is true of improve¬ 
ments in machinery. Conservation has been advocated to reduce produc¬ 
tion of certain crops through shifting acreage to soil-building crops. 1 he 
reduction, however, is only temporary, for soils once built up usually pro¬ 
duce as much total volume on fewer acres. The use of fertilizer increased 
greatly during the war and is likely to continue. Irrigation, drainage, and 
clearing are bringing some additional land into use. These improvements 
arc well worth while for they contribute to more economical production 
but tend to expand the total output. The effect of these changes points to 
a normal production in the postwar period about one-fourth greater than 
that of the prewar years. Thus from a national viewpoint the attainment 
of restricted production goals of certain products is nearly impossible, 
because that objective is constantly disturbed by influences of short-time 
or longer time character. At the same time total agricultural production 
tends to expand steadily but retracts with great difficulty. From the stand¬ 
point of the nation’s food supply this stability is a great asset; from the 
viewpoints of the farmers’ income it is at times a liability. 

Legislative Attempts to Adjust Production. Because agriculture charac¬ 
teristically is slow in adapting to changed conditions agricultural adjust¬ 
ment has been unable to keep pace with the violently changing situation 
since 1914. As indicated earlier, total production did not change mate- 
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rially until the time of World War II. The unfavorable prices of the 
twenties and thirties came mainly from the failure of the markets to ab¬ 
sorb the products at reasonable prices and furnished the incentive for 
legislative efforts a part of which were applied to the production side. 

One outstanding influence on the production side is educational rather 
than legislative. This is the Agricultural Outlook which was inaugurated 
in 1924 and has since been greatly refined as a means of bringing together 
and interpreting economic information both domestic and foreign as a 
guide to farmers’ production. This information is made available currently 
and has proved valuable to many individual farmers in planning their 
annual production programs. In its influence on production the Outlook 
has been overshadowed by the major farm programs, and unfortunately 
too few farmers have used it as a guide. 

The AAA programs of 1933, 1936, and 1938 attempted to regulate 
annual production first bv restricting acreages of certain crops and num¬ 
bers of hogs, then by shifting acreage from soil-depleting to soil-con¬ 
serving crops, and finally by acreage limitation and storage of huge carry¬ 
overs, the whole implemented by benefit payments. 

During World War II national and state goals were established in an 
effort to direct farm production voluntarily into lines most needed for 
the war effort. The Agricultural Act of 1949 retains high supports and 
postpones the operation of the flexible price support geared to the avail¬ 
able supply. This Act became effective in 1950; how valuable it will prove 
remains to be seen. The other attempts to regulate farm production dur¬ 
ing this period of rapid and acute changes have had a very limited meas¬ 
ure of success. Acreages of major crops were reduced, but this reduc¬ 
tion was offset by planting crops on the best land, use of better seed and 
more fertilizer and labor, and by substitute crops on the restricted acreage. 
The storage method of disposal was facing a crisis when World War II 
relieved the situation and was again in a serious condition in 1950. 


Annual Supplies of Farm Products 

The long-range stability of farm production is an asset to consumers in 
providing constant and adequate supplies of foods and fibers. It is the 
annual production of specific products with their ups and downs, however, 
that affects farmers’ incomes. While annual production makes up the 
major part of annual supplies,* carry-overs and imports must also be 
considered. 

For most products the production of one year is never entirely used up 
when that of the following year becomes available. This carry-over differs 

‘This use of supply is not to be confused with market supply which will be 
treated later. Supply as used here agrees with that in the Agricultural Outlook. 
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with the kind of product. Apples can be stored for limited periods, but the 
old crop does not last long enough to compete with the new. Potatoes are 
grown in early, intermediate, and late areas, and the old crop of the late 
areas is still available when the new crop comes to market from the early 
areas. Other fruits and vegetables are carried over either in canned or 
frozen form. Meats, dairy products, and eggs are held for limited periods 
in cold storage. Carry-over is most important with less perishable crop 
products such as grains, cotton, and tobacco. Carry-over of grains nor¬ 
mally represents but a small part of annual production, although they 
were much higher than usual in the early part of World War II (Table 
22). Carry-over of cotton averages about a year’s production and that of 
tobacco somewhat more. In general, however, the reserves of farm prod¬ 
ucts arc low at the end of the production year. 


Table 22. Averace Annual Supply or Selected Crops, United States, 1937-1946* 


Crop 

Carry-over 

(millions) 

Production 

(millions) 

Imports 

(millions) 

Total 

supply 

(millions) 

Per cent 
production 
is of total 
supplyt 

Corn, bu. 

393 

2,814 

943 

2 

3,209 

88 

Wheat, bu. 

309 

19 

1,271 

74 

Oats, bu. 

205 

1,232 

299 

26 

1,463 

84 

Barley, bu.. 

64 

13 

376 

79 

Rye, bu. 

20 

37 

3 


62 

Flaxseed, bu. 

6 

27 

14 

47 

58 

Sorghum grain, bu.j 


100 




Cotton lint, bale. 

10 

12 

X 

22 

55 

Cottonseed, tons. 

5 

5 

100 

Hay, all, tons. 

14 

98 


102 

96 

Beans, dry edible, bags. 

2 

17 

X 

19 

89 

Soybeans, bu. 

9§ 

135 

X 

144 

94 

Cowpcas, bu. 

6 

6 

100 


* Feed Statistics, December, 1948; and Agricultural Statistics, 1947, 1949. 

t Rounded to nearest per cent. 

X Less than half of one unit. 

§ Period 1942-1946. 

No country is self-sufficient in farm products. The United States does 
not produce bananas, coffee, or tea, so must depend entirely on other 
countries for its supply. Of some products such as sugar domestic pro¬ 
duction is insufficient; so a part of the supply must be imported. More 
than enough of wheat, tobacco, and cotton are produced, but some of 
each is imported for particular uses. How much of a particular product 
will be imported in a year obviously will depend upon production levels 






























AGRICULTURE AS AN INDUSTRY 


113 

in exporting countries, relative prices here and abroad, and any restric¬ 
tions to the free movement of goods in international trade channels. The 
amounts shipped in make up a part of that available. Further consideration 
will be given to imports at a later point. 

What Should Be Produced? The annual supply of domestically pro¬ 
duced farm products depends largely upon current production. In gen¬ 
eral carry-overs are small and imports are limited. The difficulties of too 
small a margin were demonstrated by the drought years of 1934 and 1936, 
that of too wide a margin by the cver-normal granary accumulations of 
1940 to 1942. Moreover, the rare of adjustment is limited if disruption is 
to be avoided. These considerations point to a need for a stable middle 
course in production geared to the demand for farm products. 

I he question of how much should be produced should be carefully 
distinguished from that of what could be produced. The latter is a ques¬ 
tion of capacity. H. R. Tolley has stated that our farm production has 
never yet reached capacity, if conditions should make it worth while to 
devote more resources to that end . 5 On the other extreme many persons 
in the early postwar period greatly overestimated the ability of our pro¬ 
duction to feed millions of needy people in other lands. The practical 
problem for the future, of course, is how much will it pay to produce? 
This question leads directly to a consideration of the demand for farm 
products. 

Summary 


An understanding of agriculture necessitates its appraisal as an industry 
and as one of the major segments of American economic life. It resembles 
other industries in the adoption of new technical developments and in 
the widening gap between producer and consumer. It differs in organiza¬ 
tion, however, being composed of many small units in winch the indi¬ 
vidual farmer performs the triple role of capitalist, manager, and worker. 
This type of organization as well as the nature of the production permits 
less specialization of effort and standardization of product than is charac¬ 
teristic of other lines. Of these many units 57 per cent account for 90 per 
cent of total production and 95 per cent of marketings. Competition is 
strong in every phase of agriculture. Government plays an important role 
through support by legislative action on the one hand and the weight of 

“ tht H° P '°'’ ICmS ° f a 6 ricultur e are varied; they apply 

A thm Jh h V | S 3 " h ° C and J t ° ,he individuals wl 'o comprise £ 
Although the annual output for individual products is subject to all the 

7 WCa p hCr , ^ SWftS f *™»’ A t^ total 
Iowa rTb ,5.tfr S Pr0dUCe ^ PCaCCtime? " Add - « D- Moines, 
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volume of production is remarkably stable. This stability stems from the 
large geographical area of the country and the limited adaptation of farm 
production to rapid adjustment. When markets contract, this stability 
of production creates surpluses and low prices-the incentive for legis¬ 
lative relief. 

Although carry-overs from previous years and imports figure in the 
annual supplies, for most farm products these form a minor part. The 
available annual supply thus depends largely upon annual production. 

I'or particular products the distance between scarcity and surplus may 
become narrow at times as production or demand changes. Historically 
the threat of surpluses has caused more concern than any limitations on 
our capacity to produce. 

QUESTIONS 

1. In what respects is agricultural production similar and in what ways 
is it different from industrial production? 

2. What is a farm? How many are there? 

3. How many farms arc important commercially? 

4. What interest docs the Federal government have in agricultural 
production? 

5. What arc the major crops for the country? 

6. What is a normal annual production of each? 

7. How many of each of the important classes of livestock do we have? 

8. What is included in the annual supply of farm products? 

9. What proportions do carry-overs and imports represent of the total 
supply of farm products? 

10. How may the stability of farm production be accounted for? 

11. How do farmers know how much of each product to produce? 

12. What influences determine how much farmers will produce? 

13. What influences determine how much they will market at a given 
time? 

14. Can governmental controls provide the “right” amounts of farm 
products? 

15. To what extent have previous methods of handling surpluses been 
satisfactory? 

16. What provision is made under current legislation for disposing of 
surpluses? 

17. How can we have national abundance without burdensome surpluses? 
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Chapter 6. THE BASIS OF DEMAND 
FOR FARM PRODUCTS 


Disposition of Farm Production 

In view of the large and varied production of the farms of the United 
States, the question may well be asked, “What becomes of all these prod¬ 
ucts?" The development of domestic markets has been traced briefly in 
connection with the expansion of agricultural production. With few 
exceptions, farmers have been able to sell their products, but at very differ¬ 
ent price levels. At times returns have been very high, and at the other 
extreme so low that products were sold at a loss or not harvested. As 
indicated earlier, total agricultural production is quite stable, although 
that of individual products is subject to considerable annual variation. 
The consumption aspects require further examination as a means of un¬ 
derstanding the market and the basis of demand. 

Farm Use and Sales. The farmer would be likely to answer the ques¬ 
tion of what becomes of farm products in terms of the quantities used on 
the farm and the amounts marketed. For him the part used at home is for 
family living or for further production; the part marketed represents the 
commercial aspects of his business. The combined marketings of all farmers 
make up the products which go into marketing channels. 

1 he proportions used on the farms where they are produced vary 
greatly among products (Table 23). For feed crops, hay, corn, and other 
feed grains, the proportion is high, averaging from 58 per cent for 
sorghum grain to 88 per cent for hay. Pasture crops are, of course, en¬ 
tirely used on the farm. For wheat which is used both for food and feed, 
the proportion used on the farms where grown is smaller. For strictly 
food crops, such as fruits and vegetables, a large proportion is sold, while 
with nonfood crops, such as cotton and tobacco, the entire crop is sold. 
The parts of crops retained on the farms are used for feed to produce 
livestock and livestock products, for food for the farm family, and for 
seed. 

Of the meat animals the part of production slaughtered on the farm is 
highest for hogs, running about 15.5 per cent and is low both for cattle 
and sheep (Table 24). The greater part of this use is for food for farm 

116 
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families. Death losses take a considerable toll of livestock production. 

Of the milk produced on farms about one-fifth is used at home and 
about four-fifths is sold in one form or another. 

Table 23. Average Production and Farm Disposition or Selected Crops, United 

States, 1939-1944* 


Av. annual Amount Amount 

Product production used sold 

'millions) (millions) i (millions) ,,rm » 

Corn, bu. 2,802 2,228 >74 80 

Outs, bu.| 1,169 948 221 81 

Burley, bu., 330 194 136 59 

Huy, tons. 99 87 12 88 

Sorghum grain, bu.; 109 63 46 58 

Wheat, bu.j 895 163 732 18 

bu . 60 4 56 7 

Dry edible beans, bags.; 16 5 0.5 16 3 

Soybeans, bu.j 141 15 126 II 

Flax, bu. 33 2 31 6 

Peanuts, lb.' 1,817 282 1,536 16 

Tobacco, lb.• 1,562 . 1,562 

Cotton, bales.» 11,933$ . 11,933$ 

Apples (commercial areas), bu. .1 112 6 106 

Peaches, bu. 63 6 57 

Pears, bu.| 28 3 25 


* Farm Production, Farm Disposition, and Value of Specified Field Crops. U.S. Department 
of Agriculture, 1948, mimeographed. 

Wheat, Production, Farm Disposition, and Value by States, 1909-44. 1948. 

Fruits (Noncitrus), Production, Farm Disposition, Value, and Utilization of Sales 
1889-1944. 

Tobaccos of the United States. U.S. Department of Agriculture, 1948, mimeographed. 

Data for peanuts, soybeans, and cotton from 1947 Agricultural Statistics. 

t Rounded to nearest whole ligurc. 

$ In thousands of bales. 

These figures obscure the variations that occur from year to year. 
Crop production, as has been shown, has wide variations depending 
chiefly upon climatic conditions but also upon changes in acreage. Live¬ 
stock production varies, but more slowly, while dairy production is quite 
stable. Of the products used on the farm, the quantities used as food for 
the farm family change but little from year to year; quantities of grains 
used for seed vary in line with acreage changes. Amounts used for feed 
arc changed as livestock production is increased or decreased. Because use 
on farms is more stable than production, most of the changes in production 
arc reflected in the quantities of farm products marketed. 


* c / 1 So,d . % 

1 /O j 
i * 

20 
19 

41 
12 

42 
82 

93 
97 
89 

94 
84 
100 
100 

95 

10 90 

11 89 
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On a basis of numbers, about three-fourths of the meat animals produced 
in the period 1937 to 1946 were marketed, and about one-fourth repre¬ 
sented farm slaughter, deaths, and change in size of breeding herds. On 
a weight basis, farm slaughter of cattle was less than that shown, inasmuch 
as farm slaughter included a much higher proportion of calves than was 
true of marketings. 


Table 24. Averace Production and Farm Disposition of Selected Livestock and 
_ Livestock Products, United States, 1937-1946* 


Product 

Annual 

crop 

Marketings 

less 

inshipmentsf 

Farm 

slaughter 

Deaths 

Change in 
inventory 

Cattle and calves (millions). 

32.2 

24.8 

61.8 

23.7 

77.0 

71.1 

79.8 

1.4 

13.5 

0.6 

4.4 

15.5 

2.0 

1 

4-2.1 
4-1.4 
-1.3 
4-6.5 
4-1.6 
-4 4 

Hogs (millions). 

Sheep and lambs (millions).. 

Cattle and calves, %. 

Hogs, %. 

Sheep and lambs, %. 

86 9 

29 7 
100 0 
100 0 | 
100 0 


•Meat Animals, Farm Production and Income, 1924-1944. U.S. Department of Agri¬ 
culture, 1947; and current releases, mimeographed. 

t About 8 per cent of inshipments of cattle were imported; the remainder were shipments 
of domestic feeder stock and hence represented double counting. Inshipments of hogs and 
sheep were all domestic feeder stock. 


The quantities of products sold by farmers represent the volumes which 
enter the marketing mechanism to be moved to places where they arc 
wanted, to be converted into the multitude of products desired by con¬ 
sumers, and to be made available to them when wanted. 

Types of Uses. A second point of view arises from the broad lines of 
use made of farm products without regard to where they are used. This 
point of view is that of the entire amount available, including carry-overs 
from previous years, the current production, and imports from other 
countries. Distribution of the product considers the broad groups of pri¬ 
mary uses to which the product is put whether by the producer or by 
those who purchase it. This point of view gives a broader perspective 
of the use to which farm products are put. A considerable part of the 
feed grains sold by Middle Western grain farmers, for example, is fed by 
other farmers, such as dairy farmers in New England. Similarly the pro¬ 
duction of seed crops represents a rather specialized type of enterprise on 
many farms and supplies the needs of other farmers. Food uses, too, are 
similar whether consumption takes place on the farm or elsewhere. 

For the 10-year period 1937 to 1946 domestic feed uses accounted for 
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more than 75 per cent of the total supply of corn and oats, 53 per cent 
of the barley, and 17 per cent of the wheat (Tabic 25). If by-products of 
these grains were included, the proportion used for feed would have been 
still larger. Domestic food uses took 39 per cent of the wheat and 88 
per cent of the rice. Food grains, of course, are not entirely utilized for 
food purposes. The by-products go into feed channels so that little waste 
is involved. Exports of feed grains were negligible, but those of wheat 
accounted for 11 per cent of the supply and of rice 1 per cent. 


Table 25. Distribution or Selected Crops, United States, 1937-1946* 

(In Millions of Bushels) 



Corn 

Wheat 

Oats 1 

Barley 

Rye 

Riccf 

Soy¬ 
beans J 

Cotton¬ 
seed § 

Toral supply. 

3,209 

1,271 

1,463 

376 

60 : 

17,221 

198 

4,947 

Feed. 

2,516 

221 

1,096 

202 

19 

209 ; 

16 

J 697 

Seed. 

13 

77 

100 

24 

7 

921 

18 

harm household use .... 

Breakfast foods. 

Corn meal, etc . 

Starch, sirup, sugar. 

Alcohol, spirits. 

Processed. 

23 
10 
51 i 

109 | 
31 

27 

499 

• • • • • 

39 

• • • 

73 

6 

7 

251 

15,116 

153 

4,250 

Other purposes. 

Domestic disappearance.. 

2,753 

824 

1,235 

5 

304 

39 

81 

16,578 

187 

4,947 

1- xports. 

*2 

138 

6 

8 

2 

233 

3 


Total disappearance.... 

2,795 

962 

1.241 

’ 312 

41 

16,811 

190 

4,947 

Stocks, end of year. 

414 

309 

1 

222 

64 

19 

410 

8 


• Feed Statistics. U.S. Department of Agriculture, December, 1948. Rice, soybeans, and 
cottonseed from U.S. Department of Agriculture, Agricultural Statistics, 1948. 
t Unit ■ 1,000 barrels, 
t Years, 1942-1947. 

§ Unit - 1,000 tons. 

Within this period the yearly variations in use of crops were extreme. 
The heavy accumulations of corn and wheat in the "cvcr-normal granary” 
from 1939 to 1943 were liquidated largely through feeding and industrial 
uses. During each of the last two years of the 10-year period exports of 
wheat were about 400 million bushels, and considerable quantities of other 
grains were exported in connection with relief feeding abroad. 

Except for tobacco, cotton, flax, and broomcorn, the production of 
food products accounts for the major part of crop use. Fruits, vegetables, 
potatoes, and dry edible beans very largely go directly for food uses. As 
indicated above, only a limited proportion of the grain crops is used 
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directly for food; the greater part, as well as hay, pasture, and many 
by-products, is used to provide the quantities of meat and dairy and 
poultry products which make up a sizable part of the American diet. 
Countries like China and India with large populations in relation to food 
supplies depend to a much greater degree upon cereal crops. 

Livestock and livestock products are often thought of as used entirely 
for food purposes. A big discrepancy occurs, however, between the 
weight of live animals sold and that of edible products bought by con¬ 
sumers. A 200-pound hog produces about 150 pounds of edible products 
and a 1,000-pound steer about 600 pounds. Although the differences in 
weight arc largely converted into various usable by-products, the total 
slaughter weight of livestock would be much greater than total weight 
of meats consumed. Dairy products and eggs which go into market chan- 
ncls arc used largely for food purposes. 

The Gap between Producers and Consumers 

Of the entire population of the United States less than 20 per cent live 
on farms as the primary producers of farm products. On the other hand, 
the entire population are consumers; indeed, to the extent that farm prod¬ 
ucts arc exported to other countries, their citizens are also consumers of 
our products. But the large group of nonfarm consumers have little direct 
contact with the farmers who supply them with products. A wide gap 
separates the two groups. 

I his gap arises from several causes: most farm products are marketed 
as raw materials—bushels of wheat or rice, live hogs, truck loads of sweet 
corn, or seed cotton. The final consumer wants a small sack of flour, or a 
loaf of bread, or a package of crackers; a pound of rice; a small amount 
of bacon, ham, pork chops, or sausage; a can of corn; a few yards of cloth, 
or spools of thread, or a ready-made cotton garment. Thus most products 
must undergo a change in form before they are ready for the consumer. 
Those which do not, such as fluid milk, eggs, potatoes, and fresh fruit, 
usually undergo some treatment, such as pasteurization for milk, candling 
for eggs, and grading for potatoes and fresh fruit. Further, each product 
is usually packaged into the limited amounts desired. Moreover, con¬ 
sumers are often far removed geographically from the farmer who grew 
the products. A simple breakfast menu may include oranges from Cali¬ 
fornia or Florida, bread from Kansas wheat, bacon and eggs from the 
iMiddle West, and milk from a nearby area. Further, much farm produc¬ 
tion is seasonal in character, but the consumer wants a large variety of 
products throughout the year. 

This gap between the farmer-producer and the final consumer is 
bridged by a whole group of agricultural industries such as those handling 
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dairy products, livestock, and meat packing, cotton and cotton textiles, 
grain, sugar, tobacco, and wool and woolen goods.' Each of these groups, 
of course, is made up of many business concerns of various sizes and per¬ 
forming various activities with the product. These industries furnish the 
immediate market for the farmers' products and in turn provide finished 
products for consumption in the form and at the time and place desired 
bv the consumer. These in-between steps, which constitute the field of 
marketing, are productive from the economic viewpoint because they add 
value to the original product. 

The business concerns which operate in this marketing area arc willing 
to buy the farmers’ products because they expect that by adding their 
particular services they can pass on these products to consumers at a 
higher price and make a profit after paying their costs of operation. 

Farm products arc purchased by various classes of buyers and at various 
stages of processing. Merchants and traders buy to sell again without 
changing the form of the product. Processors or manufacturers buy the 
products at various stages to convert them into other products. 1 he Hour 
miller buys wheat in order to produce flour; the flour is raw material to 
the baker who uses it in making bread and other products. Similarly the 
New England dairyman buys grain and protein supplements from the 
Middle YVest in order to produce milk for the market. The most numerous 
class of buyers, of course, are the final consumers who use the food, fiber, 
or other finished products to satisfy their own wants. All intermediate 
groups of buyers depend upon the wants of the final consumer, who 
thus becomes the focal point of demand for farm products. The con¬ 
sumers’ demands arc reflected back through the various stages of the 
marketing process to the primary farmer producers. 

Average per Capita Food Consumption 

The aggregate annual consumption, domestic and foreign, of most farm 
products used for food purposes would approximate fairly closely the 
annual production, inasmuch as the carry-over from year to year is rela¬ 
tively small. Average domestic consumption per capita shows fairly 
constant amounts for many food and fiber products (Table 26). Similar 
figures could be shown for many other individual products. This table 
shows for certain products the average annual per capita consumption 
for the 10-year period 1936 to 1945, the amount of variation between the 
highest and lowest years, and the percentage which this variation repre¬ 
sents of the average use. Wheat flour, including all the products made from 
flour, and potatoes arc among the most stable foods in quantities used, the 
variation from year to year being relatively small. All meats (excluding 

’ Deane W. Maloct and Bovee F. Martin, The Agricultural Industries. 
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poultry) and total milk were relatively stable in the amount used, but 

had a much greater 
variation in annual use. The variation for both chickens and turkeys was 
greater than for eggs, and that for fresh citrus fruits was greater than for 
fresh apples. For the two fiber crops, cotton and wool, the variation in 
annual use was greater than for any of the food products. 


individual kinds of meat and certain dairy products 


Table 26. Average Annual Per Capita Consumption of Selected Agricultural 

Products, United States, 1936-1945* 


Product 

Consumption 

Variation 
within period 

Per cent of 
variation 

Foods: 

Wheat flour, lb. 

156.0 

16.8 

10.7 

Potatoes, lb...... 

128.0 

12.0 

9.4 

Meats (excluding poultry), lb. 

135.5 

23.0 

17.0 

Reef lb 

55.9 

11.6 

21.8 

Pork lb . 

64.2 

22.2 

34.5 

Veal lb .... 

8.6 

4.3 

50.0 

Total milk, lb. 


178.0 

22.2 

Butter, lb. 

15.0 

6.4 

43.0 

Ice cream, lb. 

12.0 

6.9 

57.6 

Number of eggs.. 

324.0 

105.0 

32.4 


20.7 

11.2 

53.5 

Turkey, lb 

3.3 

16 

48.5 

Sugar, lb. 

91.3 

30.4 

33.4 

Fresh apples, lb.... 

28.0 

7.9 

28.2 

Fresh citrus fruit, lb. 

56.3 

23.7 

42.0 

Fibers: 

Cotton, lb. 

32.0 

19.3 

60.0 

Wool, lb . 

3.74 

2.65 

71.0 





* Agricultural Statistics, 1946. 


The lowest annual consumption of the products beef, total milk, butter, 
fresh apples, and sugar was in a war year and resulted from a small apple 
crop and limited supplies of other products because of war diversion. 
Obviously consumption cannot exceed the available supply (production, 
carry-over, and imports). For all the other food products shown and also 
for beef and total milk, the years of highest consumption were also war 
years, reflecting the generally higher production of that period. For most 
food products, domestic consumption plus exports follow production 
rather closely on an annual basis. The reserves of foods ready for use are 
normally small in relation to annual use. This situation is most marked 
for products that cannot be stored for long periods. The main reserves 
of meat supply are in the form of livestock on the farms of the country. 
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For grains, the reserves from harvest to harvest are held in local and 

terminal storage as well as on farms. 

For nonfood products consumption does not follow production so 
closely, for the nonfood needs of consumers do not recur so frequently, 
nor arc they so insistent. Moreover, these products, cotton, wool, and 
tobacco, can be stored for longer periods. 

Conditions Underlying Demand 

The consumption of farm products is by no means automatic. Their 
use like that of any other product depends upon demand which in the 
economic sense consists not only of the desire for a product but also 
of the ability and willingness to pay money for it. Several influences give 
rise to demand on the part of the final consumer. 

Satisfaction of Wants. In the first place, a product must satisfy a want 
or be useful before anyone will buy it. Foods and fibers contribute to the 
more elementary wants and, hence, arc generally desired bv consumers. 
But demand is not for any food or any kind of clothing but for specific 
items. Here habit and prejudice play a part, since some individuals may 
have a great preference for some foods and a prejudice against others. 
These feelings lead to choices which represent demand even though the 
choices made may not contribute the most to nutritional needs. 

Purchasing Power. A second basis of demand is purchasing power or 
income. This represents the amount of income or savings available to the 
individual or family for satisfying all their wants. Obviously choices arc 
involved as to the relative importance of various desires. Some families 
set up a budget in which, on the basis of past experience, specific amounts 
of money arc allocated for certain uses as food, clothing, housing, educa¬ 
tion, etc. Even then choices arc necessary as to how to spend each part of 
the budget to secure the greatest satisfaction. It is at this point that vari¬ 
ous foods come into competition. What combination of meats, vegetables, 
and fruits shall be used for this meal, and what for that within the limits 
of purchasing power? Expanding nutritional knowledge doubtless aids 
in this selection. Much of the current food advertising is aimed at attrac¬ 
tiveness and convenience of serving rather than at better nutrition. 

Purchasing power involves more than the annual income or amount 
available for spending. It involves the physical amounts of all kinds of 
products which can be procured with this spendable income, hence is 
closely related to the prices of products. At one dollar a pound for butter 
or for steak, as occurred in the early postwar period, many families had to 
forego butter and steak and had to supply their needs with butter sub¬ 
stitutes and cheaper cuts of meat or shift to other substitute foods. The 
prices of various products do not rise and fall together; hence those with 
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limited incomes must continually reappraise their scale of wants to secure 
the greatest satisfaction of their wants within their means. 

Thus prices play an important part in directing the demands of con¬ 
sumers just as they do on the supply side in directing the activities of 
producers. 

While demand for products is made up of the combined demands of 
all the buyers, it is measured in terms of the total. It involves, therefore, 
the size of the population, as well as the aggregate purchasing power. 

Changes in population affect demand not only because of changes in 
numbers, but also because of the occupational and age distribution. 

Income Levels of Consumers. That incomes vary greatly is common 
knowledge. Until recently reliable information has been meager as to the 
distribution of incomes and the effects of the distribution upon demand for 
various products. Indeed much misunderstanding has existed as to relative 
incomes of city and farm workers. Country people read of high incomes 
paid to business executives in cities; they make trips to cities and sec the 
business districts and the best residential areas and conclude that the 


people who live and work in such surroundings must have high incomes. 
Usually they do not see the less attractive areas where the laboring classes 
live, although they read of strikes and wage contracts to secure higher 
wages. City people drive out through the country, observe some nice 
farmsteads, broad fields of grain, herds of livestock in the pastures, and 
relate these sights to the retail prices they pay for meat, dairy products, 
and other foods. Surely farmers must be well off to produce much of their 
own food and to sell their products at high prices. Both pictures obviously 
are biased because they are incomplete. 

Data on income and spending on a broad scale were made available in a 
Consumer Purchases Study conducted in 1936 and again in 1942 by the 
Bureau of Home Economics, U.S. Department of Agriculture, and the 
Bureau of Labor Statistics, U.S. Department of Labor. Surveys of con¬ 
sumer finances were made on a restricted sampling basis for 1945, 1946, 
1947, and 1948 by the Board of Governors of the Federal Reserve System. 
The results from the two types of studies are not exactly comparable but 
arc sufficiently similar to indicate the changes in income status from the 
low year of 1936, when recovery from the depression had just gotten 
under way, through the war and early postwar periods when incomes 
and prices were rising and rates of employment were high 2 (Table 27). 

In 1935-1936, 94 per cent of the incomes were below 53,000 annually; 


1 The first two of these studies arc based upon data from American families 
and single consumers. Those of the Federal Reserve System use “spending 
unit” as a basis. A “spending unit” consists of all persons living in the same 
dwelling unit and belonging to the same family, who pool their income to 
meet their major expenses. 
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the proportion in this income range decreased steadily to 59 per cent in 
1947. Year bv vear the proportion of those in income groups under $1,000 
and from $1,000 to SI.999 decreased and the proportions in the groups 
above $2,000 increased. These higher incomes did not reflect correspond¬ 
ing gains in purchasing power, however, for the prices of commodities 
were rising also. Based on the cost of living index an income of $2,000 
in 1935-1936 had the same purchasing power as S2.135 in 1941; $2,604 in 
1945; $2,825 in 1946; and $3,232 in 1947. The effort to raise wages ahead 
of living costs accounted for the annual rounds of higher wage demands 
in 1946? 1947, 1 ‘>48, and 1949 by many of the labor unions. 


Table 27. Dimkibi nos or Income is Selected Years, United States* 

I In Per Cent) 


Income level 


dl 

m 


1941 

1935-1936 

Under .81,000. 

12 

H 

17 

20 

35 

53 

#1,000 #1,999.1 

18 

22 

23 

27 

30 

31 

2,000 2,999. i 

23 

23 

25 

23 

20 

10 

Subtotal. 

53 

59 

65 

70 

85 

94 

#3,000 #3,999. 

20 

17 

17 

15 

10 

4 

4,000-4,999. 

»2 

10 

8 

7 

| 

\ 

5,000 7,499. 

10 

9 

6 

5 

5 

2 

7,500 and over. 

3 

5 

4 

3 

J_ 

J 

Total. 

100 

100 

100 

100 

100 

100 

Median income. 

• • • • • 

#2,530 

#2,500 

#2,020 

#1,692 


Spending units (millions). .. 


48 4 

46 3 




Cost of living indext. 

171.2 

159.2 

139.2 

128.3 

105.2 

98.5 


• 1945, 1946, 1947 from 1948 Survey of Consumer Finances. Federal Reserve Bulletin, June, 
194K, Part II, p. 3. 1948, Federal Reserve Bulletin, July, 1949; 1941 from Afrieultural Situation, 
Vol. 26, No. 9, September, 1942, p. 13, by Dorothy S. Brady; 1935-1936, Bulletin 723, Bureau 
of I.abor Statistics. 

t Bureau of Labor Statistics (1935-1959 = 100). 

During the period shown the burden of taxation has become much 
heavier because of higher rates and lower exemptions. Taxation reduces 
the amount available for each individual’s spending. Any accumulations of 
capital for investment or reserves must also come from income. Those in 
the lowest bracket were spending reserves rather than accumulating them. 
The lower half of income receivers in the three years 1945 to 1947 
held only 16 to 17 per cent of the government bonds, savings accounts, 
and checking accounts, while the upper half held 83 to 84 per cent. 3 

From these figures on distribution of income and savings it is evident 
that a relatively small proportion of the spending units can afford to spend 

* 1948 Survey of Consumer Finances. Federal Reserve Bulletin, July, 1948, 
Part III, p. 4. 
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lavishly; most must use care in spending and saving to satisfy their present 
and future wants as fully as possible. 

Effect of Income Levels on Demand for Foods. Income levels are 
closely related to both the quantities and types of food consumed (Table 
28). The data are for 1941 before war influences had seriously disturbed 
supplies. For nonfarm families higher levels of income were associated 
with rather sharply increasing quantities of milk, meats, eggs, vegetables, 
and fruits. These include the so-called protective foods which add essen¬ 
tial elements to the diet and also provide desirable variety. Potatoes and 
sweets increased very little, fats were about constant, while flour and 
cereals and dry beans and peas declined in amount as incomes increased. 


Table 28. Estimated Per Capita Consumption or Food amono Nonfarm Families, 
bv Income Groups, United States, 1941* 

(In Pounds at Retail Weights) 


Food groups 

Under 

$500 


$1,000- 

$1,499 

$1,500- 

81,999 

$2,000- 

$2,999 

$3,000- 

$4,999 


Milk or its equivalent. 

180 

299 

367 

381 

409 

m 

510 

Potatoes and sweet potatoes 

86 

118 

117 

119 

118 

o 

IS] 

Dry beans and peas and nuts 

14 

15 

14 

12 

11 

11 

m3 

Tomatoes and citrus fruit- 

26 

56 

78 

97 

117 

141 

193 

Lcafy-grccn and yellow vege¬ 
tables. 

39 

56 

67 

78 

86 

95 

117 

Other vegetables and fruit... 

98 

149 

189 

226 

256 

302 

427 

Egg*. 

22 

32 

35 

38 

39 

40 

46 

Meat, poultry, and fish. 

74 

114 

136 

153 

170 

193 

265 

Flour and cereals (baked 
goods equivalent). 

281 

197 

179 

174 

175 

169 

198 

Butter and other fats. 

66 

60 

59 

60 

61 

63 

73 

Sugar and other sweets. 

94 

90 

% 

94 

97 

97 

121 

Total. 

980 

m 

1,337 

1,432 

1,539 

1,660 

2,088 


• Willard W. Cochrane, High Level Food Consumption in the United States, p. 10. U.S. De¬ 
partment of Agriculture Miscellaneous Publication 581, 1945. (Figures rounded to nearest 
whole number.) 


Below the $1,000 income level the diets were inadequate, since they 
lacked both sufficient quantities of food and enough of the protective 
foods. They depended too largely upon the cheap energy-producing 
foods such as flour and cereals and sweets and could scarcely avoid mal¬ 
nutrition. 4 Above the $1,000 income level the amounts of food were 

* Willard W. Cochrane, High Level Food Consumption in the United 
States, pp. 8-13. U.S. Department of Agriculture Miscellaneous Publication, 
581, 1945. 
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generally adequate, but diets were short in the protective foods. Food 
consumption by farm families was likewise very inadequate in the income 
groups below $ 1,000 but somewhat better than that of nonfarm families 
at higher levels. 

While closely related to income levels, adequate nutrition for the whole 
population docs not depend entirely upon income. With adequate incomes, 
diets may still be deficient. Education as to dietary needs, the maintenance 
of quality of food products, and avoidance of waste all play a part. 

From the standpoint of national health a high level of income is de¬ 
sirable as affording increased nutritional standards. From the viewpoint 
of demand for farm products high levels of income arc likewise desirable 
as providing both a larger market for nearly all types of food products 
and particularly for livestock and livestock products which represent 
the more concentrated and relatively higher priced products. 

Table 29. Amount or Cropland Required ro Produce the Average Diet Consumed 

by DirriREMT Income Groups* 

(In Acres) 



Cropland requirements for 

Net money income class 

All food 

Livestock 

Food 


products 

products 

crops 

Under £500. 

1.90 

1 52 

0 38 

$500-5999.. 

2.13 

1 77 

0.36 

1,000-1,499 . 

2.31 

1 98 

0.33 

1,500-1,999 . 

2.54 

2 23 

0.31 

2,000-2,999 . 1 

2 83 

2.53 

0 30 

3,000 and over. 

3.03 

2.75 

0 28 

All classes. 

2.51 

2 19 

0 32 


* Raymond P. Christensen, Efficient Use of Food Resources in the United States, p. 42. 
U.S. Department of Agriculture Technical Bulletin 963, 1948. 

The relation of incomes to farmers’ markets is indicated by the acres 
of cropland required to produce the average diet consumed by different 
income groups (Table 29). From the lowest to the highest income group 
shown the increase in cropland requirements was 58 per cent, but for live¬ 
stock products it was 80 per cent, while that for food crops was reduced 
by 26 per cent. 

That similar relationships between consumption and income apply to 
nonfood items is indicated by careful estimates of postwar per capita con¬ 
sumption under assumed full employment. Under such conditions wool 
consumption was estimated at 33 per cent above the 1935 to 1939 average; 
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cotton at 19 per cent; and tobacco at a 32 per cent increase. 6 The welfare 
of all phases of agriculture is thus related to the incomes of consumers as 
affecting the volume of products that can be sold and also the prices which 
may be received for them (Fig. 7). 

Results of Research and Education. Research in foods and dietary 
needs have made great progress in recent years. The wider knowledge 
which has resulted has no doubt played a major part in the gradual change 
in per capita consumption of certain kinds of foods. Greater availability of 



Fig. 7. Total expenditures for food increase with higher consumer incomes. 
The proportionate increase, however, is less for foods than for nonfood goods 
and services. 


FOOD COSTS AND CONSUMER INCOMES 

DOLLARS 

1.200 
800 

400 


some foods, better facilities for preservation, a higher proportion of em¬ 
ployed persons in sedentary occupations, and augmented purchasing power 
have also contributed to this result. From 1910 to 1944 per capita con¬ 
sumption of fruits and vegetables and dairy products increased more than 
35 per cent (based on 1909 to 1913 averages); fats and oils and eggs in¬ 
creased about 10 per cent; meats declined about 13 per cent up to 1937 
and increased rapidly since then; while grain products and potatoes and 
sweet potatoes declined about 25 per cent (Fig. 8). That purchasing power 
influenced these trends is indicated by the actual decline in consumption 
for each of the first four groups for several years during the depression 

‘What Peace Can Mean to American Farmers, p. 17. U.S. Department of 
Agriculture Miscellaneous Publication 562, 1945. 
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of rhe thirties. Diets of 1942 were superior to those of 1936, particularly 
in the protective foods and vitamins.*' As knowledge of foods and dietary 
deficiencies become more widely known still greater improvement should 
result. These shifts in food consumption gradually change the picture 
of demand. 

Population Changes. Since the beginning of our national history the 
population of the country has increased, but the rate of increase has 
declined since 1860 (Table 30). This slowing down in the rate of increase 
has resulted both from a decline in the birth rate and from restrictions upon 


TRENDS IN OUR EATING HABITS* 



W t. 9INI1IOI 0* HUCVtllll lit «>»•!•It IVIIM •» MflCVlH*U UOWC1 

Fig. 8. Changes in our eating habits increase the demand for some kinds of 
foods and reduce the demand for others. 

immigration. A decline in the birth rate affects both the size of the popula¬ 
tion and its composition. As fewer births occur year after year the num¬ 
bers in the younger age groups represent smaller proportions of the total 
population, while the proportion of older persons increases. 

This general trend was temporarily reversed just after World War I 
when birth rates were increased for two or three years. Again just pre¬ 
ceding and in the early years of World War II birth rates were increased 
sharply. The peak was reached in 1947, and birth rates are again declining. 
The increased births above prewar numbers will add an estimated total 
of about 10 million to the population. In addition to the increased num¬ 
ber of consumers, this change has created demands for all kinds of prod- 


*John D. Black and .Maxine E. Kiefer, Future Food and Agricultural 
Policy, p. 30. New York: McGraw-Hill Book Company, Inc., 1948. 
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ucts used by families with younger children. Already increased enroll¬ 
ments are evident in the elementary schools, and this wave will move 
forward, grade by grade, requiring new facilities. Such changes both in 
number and composition of population arc reflected in the kinds of food 
and other products demanded. 


Table 30. Total and Farm Population, United States 


Census 

date 

Total population* 
(millions) 

Increase over 
preceding census,* % 

Farm populationf 
(millions) 

1790 




1800 


35.1 


1810 


36.4 


1820 


33.1 


1830 

12.9 

33.5 


1840 

17.1 

32.7 

9.0 

1850 

23.2 

35.9 

11.7 

1860 

31.4 

35.6 

15.1 

1870 

39.8 


18.4 

1880 

50.2 

26.0 

23.0 

1890 

62.9 

25.5 

26.4 

1900 

76.0 

20.7 

29.4 

1910 

92.0 

21.0 

32.1 

1920 

105.7 

14.9 

31.6 

1930 

122.8 

16.1 

30.2 

1940 

131.7 

7.2 

30.5 

19481 

146.6 

• • • • 

27.4 

1949* 

149.2 

• • • • 

27.8 


* Statistical Abstract of the United States, U.S. Department of Commerce, p. 5. 1947. 

t 1840-1900 from A Chronology of American Agriculture. U.S. Department of Agriculture, 
Negative 39022. 1910-1930, Estimates of Farm Population. U.S. Department of Agriculture, 
June, 1946, mimeographed. 1940-1948, Census, Bureau of Agricultural Economics Scries 
No. 12, June, 1949. 

t Bureau of Census Series P-25, No. 40, May, 1950; and Census, Bureau of Agricultural 
Economics Series No. 14, January, 1950. 

Accurate figures on farm population are available only since 1910. Esti¬ 
mates for earlier years indicate an increase from 1840 to 1910 but at a 
slower rate than for the total population. Since 1910 the farm population 
has declined as new developments have increased the productive capacity 
of farm workers. As the farm population shrinks in relation to the total 
population, the total demand for farm products which enter marketing 
channels is increased, but the rate of population increase is not keeping 
pace with the expansion in productive capacity of American farms. 

The foregoing discussion of the elements of demand has been focused 
upon the domestic situation. Demand for farm products arising in other 
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countries depends basically upon the same considerations-desire for 
products to satisfy wants and the ability to pay for them. In practice the 
procedure is complicated by international trade controls, rates of exchange, 
and even in some cases by barter. These will be treated in a later chapter. 

During the depression years of the thirties huge quantities of farm 
products, mostly foods, were distributed directly through relief channels 
to unemployed people in this country. Later the food-stamp plan was 
developed and, likewise, school lunches. Later, on the international scale 
the United Nations Relief and Rehabilitation Administration was set up 
to aid whole nations and, more recently, the European Recovery Program. 
In all these cases the recipients, individuals or nations, paid nothing or in 
any case less than the value received. How do these cases fit in with the 
nature of demand? The character of demand has not changed. The pur¬ 
chasing power of a branch of government was substituted for that of the 
relief recipients, that of the United Nations group for the recipient 
countries, and that of the United States government for the countries 
receiving aid under ERP. These governmental bodies in turn recovered 
their contributions through taxing their own people or by increasing 
their debts to be paid in the future. 

Summary 

From the farmer’s point of view, his products arc either used on the 
farm for food or further production or sold to provide an income. Crop 
utilization may be classified as to major lines of use such as feed, food, 
seed, and various industrial purposes. Livestock and livestock products, 
less the by-products and waste, go almost wholly to food uses. 

Producers and consumers are separated by a wide gap in which the 
agricultural industries operate to comprise the field of marketing and to 
provide consumers with a steady flow of finished products. The annual 
per capita consumption of finished food products is about 1,500 pounds 
per year but would represent a greater amount in terms of products as 
they leave the farm. 

The farmers income from products marketed plus the cost of the inter¬ 
vening service represents cost to the consumer. He is a consumer only if 
the products satisfy his needs and he is willing to buy and able to pay 
for them. Incomes of individuals and families differ greatly, and these 
differences are related directly to the quantities and kinds of foods used. 
The protective foods needed for health and desired for variety are gen¬ 
erally the more expensive foods. Thus consumers' incomes are directly 
related to farmers’ markets. Food patterns change over a period of years 
as research and education widen the general knowledge of dietary needs 
and as improved facilities make perishable foods more generally available. 
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Demand is measured in the aggregate; it expands both with the increase of 
population within the country and with the growth of exports to other 
countries. 


QUESTIONS 

1 . What becomes of all the farm products we raise? 

2. How is the gap bridged between producers and consumers? 

3. What is the basis of people’s wants? 

4. VV hat determines the kinds of products and how much people will buy? 

5. In what ways do income problems of city people differ from those of 
farmers? 

6. In what ways do incomes affect purchases of food products? 

7. How arc levels of income distributed among United States families? 

8. What is meant by annual demand for farm products? 

9. What effects do price-support measures have upon the demand for 
farm products? 

10. What relation has the school-lunch program to agriculture? 

11. In what ways do foreign-aid programs such as the European Recovery 
Program and the Military Assistance Program affect the demand for Ameri¬ 
can farm products? 

12. Is it the responsibility of government to sec that people have an ade¬ 
quate diet? 

13. What effect would adequate diets in this country have upon demand 
for our products? 

14 . How does population growth affect the demand for farm products? 

15 . Should American farmers produce for export? Who should pay for 
such exports? 

16. How can adequate outlets for farm products be maintained? 


BIBLIOGRAPHY 

Black, John D., and Maxine E. Kiefer, Future Food and Agricultural Policy. 

New York: McGraw-Hill Book Company, Inc., 1948. 

Christensen, Raymond P., Efficient Use of Food Resources in the United 
States. U.S. Department of Agriculture Technical Bulletin 963, 1948. 
Cochrane, Willard W., High Level Food Consumption in the United States. 

U.S. Department of Agriculture Miscellaneous Publication 581, 1945. 
Gold, Norman Leon, A. C. Hoffman, and Frederick V. Waugh, Economic 
Analysis of the Food Stamp Plan. A Special Report, U.S. Department of 
Agriculture, 1940. 

Malott, Deane W., and Bovce F. Martin, The Agricultural Industries. New 
York: McGraw-Hill Book Company, Inc., 1942. 

National Survey of Liquid Assets. Federal Reserve Bulletin, June, July, 
August, 1946. 

Samuelson, Paul A., Economics: An Introductory Analysis, Chaps. 4, 5, and 
20. New York: McGraw-Hill Book Company, Inc., 1948. 



THE BASIS OF DEMAND FOR FARM PRODUCTS 133 

Shepherd, Geoffrey S., .Marketing Farm Products, Chap. 2. Ames, Iowa: 

Collegiate Press, Inc., of Iowa State College, 1946. 

Survey of Consumer Finances. Federal Reserve Bulletin, 1947, 1948. 

The Challenge of Underconsumption. U.S. Department of Agriculture, GI-1, 

, 94°. . 4 . , , 

Waite, Warren C., and Harr)' C. Trelogan. Introduction to Agricultural 
Prices, Chap. 3. Minneapolis: Burgess Publishing Co., 1948. 

What Peace Can Mean to American Farmers. U.S. Department of Agriculture 
Miscellaneous Publication 562, 1945. 



Chapter 7. PRICES OF FARM PRODUCTS 


A picture of average annual farm production on a national scale was 
presented in Chap. 5 to give some notion of the total production, the rela¬ 
tive size of its major parts, and how agriculture is like and how it differs 
from other industries. It was noted, too, that while total farm production 
is quite stable, production of individual items varies from year to year 
and that prices serve as a guide to farmers in their production. 

The disposition of this total production as to where and how it is used, 
average per capita consumption, and conditions that influence that con¬ 
sumption were discussed in Chap. 6. Among these conditions price was 
noted also as a guide to consumers in their purchases. 

How prices serve as a guide to producers and consumers, how and why 
prices of farm products vary, and the effects of these variations upon 
agriculture form the basis for the present discussion. 

Th^haracter of Prices 

What Is Price? Price is the exchange value of a product in terms of 
money. Money in turn is a medium of exchange. Price could be expressed 
in terms of commodities. This is done in cases of barter, i.e. f the direct 
exchange of one product for another. Such transactions, obviously, arc 
cumbersome as arc also those cases in which, in the absence of money, 
some scarce commodities serve as mediums of exchange. Money has the 
advantages that its value is widely understood and it can be readily ex¬ 
changed for all kinds of products. By expressing the prices of various 
products in dollars and cents their relative values are at once described. 

Spreading the Annual Supply and Annual Demand. The entire annual 
supply (carry-over, current production, and imports) is, of course, not 
thrown on the market at one time. So far as possible it must be made avail¬ 
able throughout the year. A part of this process of spreading out the 
supply is performed by farmers and a part by marketing agencies. Price 
helps to control this flow of products. To the extent that farmers partici¬ 
pate they lengthen the period in which they may take advantage of price 
variations. The farmer has little leeway with a perishable product such 
as strawberries for which the production season is short, and the product 
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must be disposed of promptly. Milk also is highly perishable, but it is 
produced throughout the year. After leaving the farmers' hands part of 
it is converted into butter, cheese, dried or evaporated products which 
can be stored for considerable periods. With market livestock, production, 
while seasonal, has considerable spread and variation occurs, too, in time 
of marketing depending upon weights and degrees of finish. Grains pro¬ 
vide the greatest leeway in time of disposal for those farmers who have 
storage facilities. Corn/for example, is often carried over on the farm to 
the following summer. Some lack storage facilities and must sell at harvest 
time, but much of this grain is placed in storage by buyers. The up-to-date 
farmer not only plans his production and storage practices to have prod¬ 
ucts ready for sale in seasons when prices arc favorable, but watches 
closely the daily market reports as a guide for selling. 1 he farmer and all 
other sellers who handle the product arc interested in getting the highest 
price per unit for it. 

Consumers ordinarily receive their income on a weekly, biweekly, or 
monthly basis. They arc not interested in a year’s or even a month’s supply 
of products such as food at one time. Many products arc bought on a 
day-to-day basis, staples probably for a longer period. Not only the final 
consumer but all those who store or process goods for the final consumer 
arc interested in buying at the lowest price possible. 


Retail Price 

At. Number o] 

per Dozen, Cents 

Dozens per /Peek 

80 

0 

70 

H 

60 

1 

50 

1H 

40 

2 

30 

2H 

20 

3 


Market Demand. When the consumer with a given income receives 
his monthly pay check, a lot of decisions must be made. How much is to 
go for food, rent, taxes, fuel, clothing, medical bills, insurance, a family 
outing, automobile expenses, education, contributions, investment or 
saving? Some items are relatively fixed, others are flexible. For the flexible 
items how are the choices made? It is a common observation that people 
will buy more at a low price than at a high one. This may be illustrated 
by a hypothetical case in which a family of three with a median income 
of $2,840 makes its choice regarding one food product, eggs. The schedule 
shown above may represent the rate of consumption in relation to price. 
In this illustration none would be bought at 80 cents, a few at 70 cents, 
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more at 60 cents, and about an average amount at 50 cents. Below this 
price eggs probably would replace a part of the meat in the diet, until at 
20 cents the family would consume 3 dozen a week. 

7 he market demand for this family is this whole schedule. At different 
prices for eggs different quantities would be bought. Market demand may 
be defined as the amount of a product that will be bought under certain 
conditions, which are usually described as a given price, a given time, 
and a given place. 1 hus the family must evaluate all the things it wants 
in terms of its spendable income, the prices of each of the items desired, 
and its measure of satisfaction from each. 

A change in conditions may give rise to an entirely different demand 
schedule. A 10 per cent increase in income, for example, or a reduction in 
other expenses, or a decision to forego saving for the future would increase 
the spendable income available at once and a new set of choices would be 
necessary. In this case the demand for eggs might be increased at the 
various price levels; or present consumption rates for eggs might be con¬ 
tinued and the whole increase in income be set aside for new equipment 
or savings. On the other hand, a cut in income because of wage reduction, 
a strike, illness, etc., an increase in prices of other products, or a desire to 
save more would make less income available for spending and call for 
curtailment at some point unless debt was incurred. This situation might 
reduce the quantity of eggs throughout the schedule or cause changes in 
demand for other things. 

Thus the family’s purchasing power and the choices made as to the use 
of it affects not only the food budget but its whole level of living. The 
wants of people always expand faster than their means of satisfying them; 
hence an increase in purchasing power either because of more income or 
lower prices of things bought brings the satisfaction of additional wants 
within their reach. This is why a "Dollar Day" or clearance sale attracts 
a crowd. A decrease of purchasing power, on the other hand, is painful 
and causes unwelcome adjustments. 

7o complete our illustration of the demand for eggs, assume that the 
above family is typical of 1,000 families in a village. Some of these families 
are larger and some smaller; some will buy more eggs at each price level 
and some less, but on the average we assume that they will follow the same 
demand schedule, except that a few will buy eggs even at 80 cents a 
dozen. Assume further that the eggs for this village are produced locally 
and that no storage facilities are present. 

Market Supply. Naturally the farmers in this community are anxious 
to sell their eggs for the best price possible and will produce more at a 
high price than at a low one. The supply side of the picture may now be 
added to the previous illustration (Table 31). As eggs are ordinarily 
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marketed the farmer receives about 75 per cent of the retail price. His 
prices in the illustration, therefore, range from 60 cents to 15 cents. At the 
highest price level the producers would give their flocks the best of feed 
and care to secure as high production as possible; at lower levels the effort 
and expense put forth would diminish, and lower production would fol¬ 
low. Below 37% cents some producers would decide that egg production 
does not pay and would reduce or sell their flocks. Others would continue 
because they still can recover feed cost or hope for a return of better 
prices. In this illustration the whole list of amounts that would be supplied 
at the various price levels is the supply schedule. Market supply may be 



Dozens of eggs 


Fic. 9. The demand for eggs by 1,000 families and the supply of eggs (hypo¬ 
thetical). 

defined as the amount that will be offered for sale under certain conditions 
usually expressed as a given price, a given time, and a given place. 

When the demand schedule and the supply schedule arc compared, it 
is evident that a balance is achieved at 1,500 dozen per week, bringing the 
farmers 37% cents a dozen and costing the consumers 50 cents a dozen. 
At lower prices consumers would take more, but producers would not 
supply them; at higher prices the reverse would be true (Fig. 9). 

In practice, of course, neither the demand nor the supply is limited to 
one community. Further, a part of the heavy spring production of eggs 
is placed in storage and made available in the fall when production is 
low, thereby lessening the price spread. 

This general principle of balancing market supply and market demand 
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through price is operating continuously with all kinds of products. As 
long as prices are free to adjust to changes, an increase in market supply 
without a change in market demand leads to a lower price, and a decrease 
in market supply to a higher price. Likewise an increase in market de¬ 
mand with no change in market supply results in a higher price and a 
decrease in demand in a lower price. Inasmuch as market supply and 
market demand arc both subject to frequent change, a balance as ex¬ 
pressed in price is unlikely to be maintained for very long at a given point. 
In practice, however, the prices of many products are not free to make 
rapid adjustments. 


Table 31. Hypothetical Illustration or Demand Schedule and Supply Schedule 

tor Eggs 


Retail price of 
eggs, cents 

Av. amount per 
week, 1 family, 
doz. 

Av. amount per 
week, 1,000 
families, doz. 

Farmers’ 
price, cents 

Av. weekly pro¬ 
duction, doz. 

80 

0 

100 

60 

2,000 

70 

M 

500 

52 H 

1,900 

60 

1 

1,000 

45 

1,750 

50* 


1,500* 

37^* 

1,500* 

40 

2 

2,000 

30 

1,250 

30 

2H 

2,500 

22M 

1,000 

20 

3 

3,000 

15 

500 


• Mean average. 


Flexible and Rigid Prices. Prices of most farm products arc flexible, 
i.e., they are free to change in response to changes in supply and demand. 
Flexible prices normally result from the competitive action of many 
sellers and many buyers for the same product. Rigid prices, sometimes 
called “sticky” prices, are those which change slowly in response to 
changes in supply or demand. They come about because of a very limited 
number of sellers who exert a restrictive influence on supply or a limited 
number of buyers who similarly affect demand. Prices of industrial prod¬ 
ucts are generally rigid, partly because costs arc so inflexible and also 
because of a tendency to control the supply and to maintain the price at 
a certain level. 

A good illustration of flexible prices is seen in the grain exchanges in 
which prices may change not only from day to day but even from hour 
to hour. These prices reflect not only the amounts actually offered for 
sale and current demand, but anticipated supplies as indicated by the 
condition of the growing crop and anticipated demand as represented by 
such influences as governmental action. Prices of livestock on a terminal 


139 


PRICES OF FARM PRODUCTS 

market reflect largely available supply and demand. Some farm prices 
have a measure of rigidity. For example, prices of purebred animals, hybrid 
seed corn, and milk when sold under contract do not adjust rapidly. 
Rigidities may also result from the establishment of price supports and 
price ceilings (Fig. 10 ). 

Most items farmers buy have rigid prices, such, for example, as ma¬ 
chinery, automobiles, and building materials. That rigid prices do change 
is evidenced bv price increases in several makes of automobiles in 1948 
and price decreases in 1949 and rises again in 1950. Hanging a price tag on 
an article docs not set the price. Just after World War II a woman, looking 
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Fig. 10. When price supports and price ceilings arc effective, they tend to 
reduce the normal flexibility in prices of farm products. 

at dresses in a department store, found one marked "SI8, ceiling price.” 
It had not been sold at $18 and subsequently had been marked down to 
SI5, SI2, S10, S8, $5, and the woman bought it for $3. 

This difference between flexible and rigid prices affects farmers’ in¬ 
comes greatly. In periods of rising prices, such as during and shortly 
after World Wars I and II, farmers gain because prices of things they 
sell rise faster than those of things they buy. In periods of falling prices 
they are "squeezed" because prices of their products fall more rapidly 
than their expenses. 

The Bases of Price Changes of Farm Products 

The foregoing illustrations apply to prices of individual products which 
change more or less frequently as supplies of them or demands for them 
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change. The characteristics of agricultural production and marketing 
create types of price changes which do not apply to most nonagricuJtural 
prices. At times during our national history the prices of all kinds of goods 
have made sharp increases and decreases. These changes in the general 
price level involve additional considerations and have far-reaching effects 
upon prices both of agricultural and other products. 

Price Changes of Particular Products. Prices of most farm products, as 
indicated earlier, are flexible-sensitive to changes in supply and demand 
conditions. This situation is apparent to anyone who follows the market 
reports as announced daily by radio or as published in newspapers. The 
casual observer may see only the frequent and usually slight changes and 
attach little significance to them. To one who studies prices these daily 
changes reflect changes in conditions, and as they unfold over a period 
of time certain fairly defined patterns emerge which become guides not 
only for buying and selling but also for future production. From these 
variations four types of price changes which affect agricultural products 
may be designated: ( 1 ) day-to-day or short-time, ( 2 ) irregular, (3) sea¬ 
sonal, and (4) cyclical. In addition to these more specialized patterns is 
the long-time type of change expressed in the general price level and 
applying to all kinds of prices, both farm and nonfarm. 

Day-to-day or Short-time Changes. These arc the familiar market 
quotations. In fact, as on the grain exchanges, they may change many 
times in a day. Quotations may be for designated grades or weights or 
for all market receipts (Table 32). 

During the 2-week period in January, 1940, hog prices were at a low 
level, daily price changes did not exceed 20 cents a hundredweight, and 
very little change occurred over the period. In Scptcmbcr-Octobcr, 1948, 
hog prices were at a high level, on three days the amount of change ex¬ 
ceeded $1 a hundredweight, and during the 2-wcek period prices worked 
downward materially, reflecting a longer time influence. 

These day-to-day changes arise chiefly from variations in amounts 
received at the market and changes in demand as buyers bid more or less 
strongly. They may reflect changes in anticipated market receipts or in 
expected demand at later periods as government reports or other informa¬ 
tion points to greater or less production than was previously estimated or 
new developments affect demand. While buyers and sellers try to be 
fully informed, their estimates are usually incomplete and require fre¬ 
quent correction. Even the human or psychological influences enter in to 
affect prices. These changes obviously are of too short duration to affect 
production; they do, however, affect the time of marketing. 

Day-to-day prices may be combined to give weekly or monthly average 
prices. For some purposes such averages are more useful than the daily 
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prices. Thus the average weekly prices shown in Table 32 were 55.32 and 
$5.43 for January, 1940; $27.09 and $24.62 for September-October, 1948. 

Irregular Changes. Irregular price changes, as the title indicates, arc 
irregular in occurrence, of greater than normal intensity, and usually 
cannot be anticipated for very long. They are caused by abnormal relation¬ 
ships of supply and demand. A widespread drought, like that of 1936, 
greatly curtails production. The outbreak of a major war affects demand, 
as docs a business panic. The cause must be general enough to cause a 
definite change in supply or demand of the product. A hailstorm, while 
destructive to crops, is too localized to have a noticeable effect on total 
production. The rapid changes in hog prices which followed removal of 
price controls at the end of June and again at the end of September, 1946, 
were somewhat of this character, but of short duration (Table 33). 


Table 32. Average Daily Hoc Prices r«R SEiEcreo Periods, Chicago* 


1940 

1948 

Date 

— 

Av. price 

Dace 

Av. price 

Jan. 8 

*5 50 

Sept. 27 

m 

10 

9 

5 30 

28 

27 

80 

10 

5.15 

29 

27 

50 

11 

5.20 

30 

26 

85 

12 

5.40 

Oct. 1 

26 

15 

13 

5.40 

2 

26 

15 

15 

5.60 

4 

24 

75 

16 

5.30 

5 

23 

70 

17 

5.35 

6 

24 

05 

18 

5.45 

7 

25 

25 

19 

5 45 

8 

25 

00 

20 

5.45 

9 

25 

00 


* Chicago Daily Drovers Journal Yearbook, 1940 and 1948. 


Seasonal Changes. Of the various kinds of price changes the seasonal 
movements arc best understood. Such changes mean that prices of most 
farm products are usually higher in certain months and lower in others. 
The pattern for any product is similar but by no means identical from 
year to year. Patterns for different products vary greatly, each depend¬ 
ing upon its production and marketing season. Climatic influences arc the 
major cause, since they determine the planting and harvesting seasons 
for crops and to a large degree the breeding seasons for livestock Weather 
likewise encourages high egg production in early spring and high milk 
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production in late spring and early summer. A slack winter work schedule 
favors the feeding of beef cattle. 

As a result of the seasonal character of production large quantities of 
some products become available in certain months and much smaller 
amounts at other times. If the product is highly perishable like straw¬ 
berries, the price will be depressed until supply and demand are in balance. 
For less perishable products storage reduces the seasonal price spread. 
Part of the heavy spring production of eggs is stored for late fall and 
early winter use, but even so the seasonal price variation is large. The 
extra milk from peak production goes largely into butter and cheese for 
later use. Grains arc most easily stored, and much storage occurs on 
farms. 


Table 33. Average Daily Hog Prices before and after Removal of Price Controls, 

Chicaco, 1946* 


Date 

Av. price 

Date 

Av. price 

June 24 

S2EB 

Oct. 7 

816.25 

25 

IKES 

8 

16.25 

26 

■in 

9 

16.25 

27 


10 

16 25 

28 

mSEm 

11 

16.25 

29 

14.75 

12 

16.25 

July 1 

17.50t 

14 

16.25 

2 


15 


3 

16.50 

16 


4 

Holiday 

17 

21.00 

5 


18 

22.50 

6 

16.00 

19 

22.50 


* Chicago Daily Drovers Journal Yearbook , 1946. 

f Price controls were removed June 30, and again on Oct. IS, after they were reimposed. 

The lower points in seasonal prices encourage greater consumption and 
storage. The rise in seasonal prices is normally the cost of storage of non- 
perishable products or reflects the differences in production costs. Market 
hogs are higher in August than in December, but their production in¬ 
volves more equipment, labor, and risk. Typical seasonal price changes 
areshowninFig.il. 

Farmers who have the necessary equipment and skill can adapt their 
production and marketing to a considerable degree to fit seasonal price 
patterns. To do so they need to study not only the average or normal 
seasonal price patterns for their products, but how these patterns vary 
with conditions for the particular year. 
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Cyclical Changes. Cyclical price changes arc those which tend to 
follow a similar price pattern over a period of years. Such changes apply 
particularly to prices of livestock inasmuch as livestock production has 
a limited variation from year to year and is not greatly influenced by 
weather conditions. Some cyclical action may be found in acreages of 
crops, but because production depends so much upon yields, no cyclical 


PRICES RECEIVED BY FARMERS FOR 
EGGS, CHICKENS, AND TURKEYS, 
UNITED STATES. I94I-A8.AND 
PRICES AT 85 PERCENT AND 
90 PERCENT OF PARITY 
FOR SELECTED PERIODS 
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40 
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Fig. 11 . Egg prices arc highest late in the year when production is low. The 
seasonal price pattern for chickens and turkeys is less pronounced than that 
for eggs. 


action is traceable in crop prices. The cycles of production arise from 
the tendency of farmers to expand production of livestock when price 
relationships are favorable and to contract when unfavorable. The cycles 
of price follow when the expanded production goes to market forcing 
lower prices, and later the contracted marketings bring higher prices. 

Hogs, beef cattle, and sheep have rather well-defined cycles of produc¬ 
tion and of prices. Hog-production cycles average about 4 years (Fig. 
12), beef-cattle cycles about 15 years* and sheep cycles 7 to 12 years. 
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The length of cycle is determined by the time required to expand and 
contract production. Decisions to expand production result from a favor¬ 
able ratio of livestock prices to feed prices. The hog-corn ratio is the best 
known example. 

The hog-corn ratio is the number of bushels of corn equal in value 
to 100 pounds of hog (live weight). For the United States this figure 
averaged 12.3 for the 20-year period 1926 to 1945. A higher figure in¬ 
dicates a favorable condition for feeding since the return in the form of 
pork would normally exceed that from the sale of corn. Similarly a lower 
hog-corn ratio shows the reverse (Fig. 13). 


HOGS, HEAVY: PRICES AT CHICAGO BY MONTHS, 1861-19*9 

( A0JUSTE0 TO 1910-14 PAICC UCVCL » 
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Fic. 12. Cycles in prices of hogs are clearly shown when the changes in the 
general price level are removed. The dotted line shows seasonal price changes. 


Farmers react largely on the basis of current relationships. A favorable 
feeding situation induces many hog producers not only to feed hogs on 
hand to heavier weights, but to hold back additional gilts to expand 
operations. New producers also enter the field. About two years later 
marketings are greatly expanded and lower prices result. Some producers 
curtail production and others withdraw altogether, and reduced market¬ 
ings two years later again raise hog prices, and the cycle begins again. 
The action is like that of a pendulum which swings too far in one direc¬ 
tion, then too far in the other. The cycles vary in length as the action is 
influenced by the size of subsequent corn crops, changes in demand, etc. 

Numbers of beef cattle on farms Jan. 1 follow rather regular cycles 
(Fig. 14). The cycle of market receipts is less regular because cattle are 
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Farmers' decisions regarding hog production arc influenced by the 
current hog-corn price ratio and arc reflected in marketings of hogs about 
two years later. 
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marketed at various ages, and methods of production differ by geographi- 
cal areas. As herds are expanded heifers are kept for breeding herds, and 
current marketings are less than current production. Conversely as liqui¬ 
dation takes place, breeding herds are reduced and marketings are greater 
than current production. These wide variations in marketings give rise 
to the price cycle. ° 

Sheep production likewise follows periods of expansion and contraction, 
w.th resultant though less regular price cycles. Sheep produce both mutton 
and wool, the prices of which affect production. Dairy cattle numbers 
follow a remarkably even trend with no cyclical movement. Prices fol¬ 
low those of beef cattle inasmuch as animals discarded for dairy purposes 
go to augment the beef supply. r 

Farmers can use livestock-price cycles to advantage in planning their 
production. Although the cycles vary in length, information regarding 
the current position is available through outlook reports. Production 
plans should be based upon conditions at the prospective time of market¬ 
ing rather than upon those at the time of planning. Long-time projects, 
such as starting beef-cow herds, may well be undertaken at the low point 
of the price cycle to avoid burdensome investments. 

Changes in the General Price Level. The general price level most 
widely used, as noted earlier, is a composite of the prices of more than 900 
items, both farm and nonfarm, each weighted in accordance with the total 
value sold within the country. Because of the magnitude of its changes 
the general price level is of much greater significance than changes which 
apply only to particular products. Prices of farm products, because of 
their flexible character, are particularly subject to these changes and so 
vary over a wider range than do the more rigid prices. 

l our times in our national history this composite price level has risen 
rapidly to a very high peak. Each of these times was associated with a war 
period—the War of 1812 which coincided with the Napoleonic War in 
Europe, the Civil War, World War I, and World War II (Fig. 3). After 
each of these peaks a sharp decline occurred over a number of years which 
in the first three cases brought the price level to a lower point than that 
from which the rise started. The extent of the decline following World 
War II remains to be seen. The lowest points have been reached during 
major depression periods. 

Three major causes may be ascribed to these periods of extremely rapid 
price increase or periods of inflation associated with wars. The first is an 
increase in purchasing power and a decline in amount of consumers’ goods. 

A war requires a drastic expansion of war materials. This is accomplished 
in part by diverting the production of existing plants to war materials, and 
in part by adding new plant capacity. This expanded capacity creates more 
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employment. Wages are raised as an inducement to higher output. Thus 
purchasing power is increased, but the supply of civilian goods is greatly 
reduced. Unless drastic controls are applied, the increased demand bids 
up prices of available consumer goods. 

The second cause arises from increases in the volume of money. Price 
was defined as the value of commodities expressed in money. Money is 
also a commodity and subject to supply and demand. The value of money 
may be expressed as its purchasing power in terms of all commodities. An 
increase in the volume of money, without a like increase in the supply of 
commodities, makes money cheaper, or in other words raises the price of 
all commodities since it takes more money to exchange for a given amount 
of goods. A reduction in the volume of money reverses the action and 
lowers the prices of goods. 

A war period calls for higher governmental expenditures which arc 
secured by taxation and borrowing. To the extent that these funds come 
from taxation or from borrowing from individuals (through sales of 
bonds) the effect is not inflationary since the spending power of those 
who pay taxes and buy bonds is reduced by the same amount as that of 
the government is increased. But the government also borrows huge 
amounts from banks, and this action increases the spending power of 
government without curtailment elsewhere; hence the supply of money 
is increased. Many business firms and individuals also borrow from banks 
in order to expand their facilities so as to take advantage of government 
contracts, and the money supply is further expanded. These actions of 
government, business firms, and individuals arc necessary to the war effort, 
but they act to expand the supply of money and so push the prices of all 
commodities upward. 

A third cause arises from an increase in the rate of turnover of money. 
A S10 bill in a man’s wallet performs no function of exchange. If he 
spends it and it changes hands once in a week, it has done $10 worth of 
business; if spent once each working day, it docs $60 worth of business. 
In periods of inflation when business is active a given amount of money is 
used to perform more than the usual amount of business, and with no 
increase in available goods. This, too, tends to raise commodity prices. 

In a war period all three of these causes operate jointly to increase 
commodity prices; hence the general price level rises. The upward surge 
of prices became so strong in World War I and especially in World War 
II that strict government controls were placed on many prices to keep 
them from going so high as to exclude many buyers. Rationing was then 
introduced to divide up the limited supplies of goods more equitably. 
The highest prices came after the end of both World Wars I and II when 
controls were relaxed and goods were still in short supply. 
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The price decline or deflation following the war inflation reverses the 
situation. Gradually the war-induced shortages of goods are made up as 
production for civilian use goes forward, and it is no longer necessary to 
bid up prices to get the goods. Government borrowing from banks ceases, 
and revenue from taxes may be used to reduce the public debt held by 
banks and thus reduce the volume of money. Further, business may slow 
down, and both individuals and firms exercise caution and delay in buying 
in anticipation of lower prices, and the rate of turnover of money dimin¬ 
ishes. All these moves are deflationary and tend to lower the general price 
level. If they act jointly, a precipitous decline may result. 

These unusual periods of price inflation and deflation associated with 
and following wars not only are spectacular in the extent of price changes 
they create, but they also generate maladjustments which persist over 
many years. Between these high peaks the rate of business activity is by 
no means constant, as was pointed out in Chap. 4. Periods of greater than 
normal activity arc followed by those of subnormal activity—the so-called 
normal business cycles—with consequent ups and downs of the general 
price level as economic and political happenings affect the business 
situation. 

Federal fiscal policies greatly affect the general level of prices. The 
government operates a huge business; the operating budget was 40 
billion dollars for the fiscal year 1949, and the public debt was 252 billion 
dollars. The policies adopted for borrowing for emergencies, the methods 
of financing the public debt, the methods of taxation, how these tax funds 
are spent, the controls exercised over credit and interest rates affect not 
only the amount of total demand for goods, but also the direction which 
those demands take and the general business atmosphere in which agri¬ 
culture and industry thrive or mark time. 

Joint Action of Price Changes. What happens when all these types of 
price change get in motion at the same time? All products, of course, arc 
not subject to all the types of change, but some products are in that posi¬ 
tion. These types of change as they apply to hogs, for example, are all ex¬ 
pressed in the day-to-day price changes, but to understand the significance 
of these daily prices it is necessary to understand the various types of 
supply and demand influences which support them. The general price 
level is fundamental. The broad conditions which determine the position 
of the general price level, i.e., the composite of the prices of more than 
900 items composing it, also affect the price of hogs though to a different 
degree than some other products. The price of hogs may vary from the 
general price level but follows the same general direction. But whether 
the general price level is high or low farmers alternately expand and con¬ 
tract hog production, giving rise to the price cycle. In the high part of 
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the cycle hog prices are carried above the general price level, and in the 
low part of the cycle they are carried below it. Similarly, within each 
year of the cycle the seasonal price changes are occurring, making hog 
prices higher at some times of the year than at others. If each of the three 
were simultaneously at a high point, the price of hogs would be very 
high. Similarly, if each were at a low point, the result would be a very 
low price. These wide extremes occur infrequently. 

Prices and Farmers’ Welfare 


In the present commercialized stage of our agriculture the prices that 
farmers receive for their products and those that they pav for products 
bought very largely determine their net income and their welfare (Fig. 



veiling years. 


15). Because of the relatively slow adjustments to price changes charac- 
teristic of agriculture, the violent changes in prices since 1914 have created 
unusual problems. These problems stem from very high prices as well as 
from very low prices, although the complaint is nearly always associated 
with low prices. Most individual farmers find it difficult to find fault with 
high prices if they are the recipients. It is true that high prices make debt 
payment easier, and farmers generally are in the debtor group. But high 
prices also stimulate an expansion in production and at the same time 
restrict consumption and thus lead to an unbalanced situation for which 
no satisfactory solution has vet been devised to operate in times of peace 
Very low prices, on the other hand, do not greatly contract total farm 
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production, and while they favor greater consumption, they are often 
associated with widespread industrial unemployment, and reduced pur¬ 
chasing power and underconsumption result. Either extreme in prices 
gives rise to difficult problems. The ideal price situation both from the 
standpoint of farmers and from that of the general public would appear 
to be a middle level which would permit a free exchange of products 
among farmers, other producer groups, and consumers and which would 
remain relatively stable over a long period. 

Governmental Action Affecting Prices. Because farmers, individually or 
as groups, have so limited influence on prices they have called upon the 
Federal government for assistance when adverse situations arose. Govern¬ 
mental activity affecting farm prices operates in three general directions. 
One is the Agricultural Outlook of the U.S. Department of Agriculture 
in cooperation with the state colleges of agriculture, through which 
information on the present and prospective general economic situation and 
demand and supply conditions for all kinds of farm products is assembled 
and disseminated as a guide to farmers in production and marketing and 
in making such adjustments as are under their control. A second consists 
of the various governmental fiscal policies which affect the general price 
level and through it agricultural prices. The effects to date are diverse 
because the policies used have not been consistent. How far such policies 
might be used to direct the economic life of the country remains to be 
seen. 

The third type of activity is direct governmental action. This is the 
type ordinarily demanded by farmers, and the attempts at solutions 
through influencing prices have taken many directions. The tariff acts of 
1921 and 1930 tried to restrict imports of farm products. The McNary- 
Haugcn Bills of 1927 and 1928, which were vetoed, sought to dump our 
surpluses on foreign markets. Under the Agricultural Marketing Act of 
1929 the Federal Farm Board undertook market reorganization and later 
embarked upon the ill-fated stabilization operations for wheat and cotton. 
In 1933 the Agricultural Adjustment Act provided for production con¬ 
trols and benefit payments supported by processing taxes as a means of 
attaining parity prices. In 1936, under the Soil Conservation and Domestic 
Allotment Act, the emphasis was shifted to conservation and payments 
were made from the Federal treasury. The Agricultural Adjustment Act 
of 1938 broadened the application, added marketing controls, and set up 
the “ever-normal granary” to assure adequate reserves. During World 
War II price ceilings, price floors, and subsidies were used to control, 
support, and encourage production of individual farm products, and the 
Stabilization Act gave protection against an early postwar price drop. 
The Agricultural Act of 1949 continued the high level of price supports 
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for some products and raised them even higher for others through the 
application of a new parity-price formula. 

Out of this background of 30 years of trial and experience some basic 
assumptions have developed. (1) The country is committed to and farmers 
expect some sort of governmental guarantee as protection against the 
violent price changes to which agriculture is so sensitive. (2) The price 
goals sought through legislative action arc based upon relative and not 
absolute levels. (3) Funds for these purposes will be supplied from the 
Federal treasury, i.e. t any benefits to agriculture will be paid for by all 
the people through taxation. 

This last assumption is significant in regard to various proposals for 
agricultural legislation. In a democracy no group can long hold a selfish 
advantage at public cost which is not in the interest of the country as a 
whole. It is unlikely that taxpayers as a group will be willing to support 
a program which confers unusual advantages upon the 20 per cent of 
the population engaged in farming. Support for such a program sooner or 
later would be curtailed or eliminated even though the production of the 
special group is essential. They might, however, be willing to support a 
“modest” program. 

Parity Prices. Parity is the magic word by which agricultural well 
being is measured and to which farm price goals arc tied. Parity has pro¬ 
vided the basis for computing benefit payments to farmers since 1933 and 
for wartime ceiling and support levels. As defined in the Agricultural 
Adjustment Act of 1938, “Parity . . . shall be that price . . . which will 
give to the commodity a purchasing power with respect to articles that 
farmers buy equivalent to the purchasing power of such commodities in 
the base period.” Until 1950 the base period for most commodities was 
August, 1909, to July, 1914, the 5 years before World War I. The farm 
price for a product for this period as computed bv the U.S. Department 
of Agriculture was multiplied by an index which measures price changes, 
since the base period, of goods that farmers buy, interest, and taxes. For 
example, the price of wheat in the base period was 88.4 cents a bushel; the 
index of commodity prices, taxes, and interest in May, 1949, was 245 per 
cent of 1910 to 1914. The basic wheat price, 88.4 cents, times the index, 
245, gave S2.17 as the parity price of a bushel of wheat on May 15, 1949. A 
bushel of wheat at $2.17 would pay for the same amount of goods, interest, 
and taxes as a bushel of wheat in the base period. 

The use of parity raises two questions: How well does the parity base 
fit present conditions, and what proportion of parity is satisfactory? Most 
persons arc agreed that the 35-year old base no longer fits. During this 
period the methods of production have changed greatly, reducing crop 
costs relative to those of livestock. Demands for products have also 
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changed, further changing relationships of products to each other. In 
the Agricultural Act of 1949 the parity concept was modernized to become 
effective in 1950. The old (1910 to 1914) relationship between farm prod¬ 
ucts and commodities, interest, and taxes was retained, but the relation¬ 
ships among farm products were related to their respective market prices 
during the preceding 10 years. 

The new parity formula would be figured as follows for Jan. 15, 
1950. The average price for milk, wholesale, for the 10-year period 1940 
to 1949 was S3.49 per 100 pounds. The average of the index of prices 
received by farmers for this period was 202. Dividing the price of milk 
by the 10-year average of the index results in an “adjusted” base price of 
Si.73 for milk, wholesale. The new parity index has been revised based 
on average purchases per farm during the period 1937 to 1941. The new 
index of prices paid includes prices of such purchases, interest, taxes, and 
farm wages. This index for Jan. 15, 1950, was 249. The parity price for 
milk for Jan. 15 was the “adjusted” base price of Si.73 times the index 
of prices paid of 249, or S4.31 per 100 pounds. The new formula is more 
up-to-date since each year uses the previous 10-year average. Gradual 
step-down adjustments are provided when the new parity is more than 
5 per cent below the old. 

The second question has had many answers. During the thirties crop 
loans ranged from 52 to 75 per cent of parity; in 1941 they were raised to 
85 per cent, and in 1942 to 90 per cent with higher rates for cotton. The 
Act of 1949 brought a new and somewhat higher parity base with some 
fixed supports at 90 per cent of parity and others within a range of 60 to 
90 per cent. Some maintain these proportions arc inadequate and clamor 
for a full 100 per cent of parity. To maintain that level, or even a 90 per 
cent level with the passing of emergency war and postwar demands, would 
surely lead to controls on production and marketing, a freezing of the 
production pattern, and a high degree of regimentation of farmers. Is 
this situation and the loss of freedom of action which it involves worth 
the price guarantee, and is this the best means of getting the security 
desired? 

Summary 

Price, the expression of values in monetary terms, is the focal point about 
which much human activity centers. In a broad but definite way price 
directs the production plans of farmers, their time and method of market¬ 
ing, and the demands along the marketing chain as well as those of the 
final consumers. The interests of the sellers and buyers meet in the daily 
market transactions which serve to establish the levels of prices and to 
regulate the flow of goods. 
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Agricultural prices are characteristically flexible compared with the 
rigidity of prices of industrial products. This flexibility coupled with pro¬ 
duction practices gives rise to price patterns peculiar to farm products. 
These are registered in price variations from day to day which on a daily 
basis mirror the minor changes of supply and demand conditions. Occa¬ 
sionally unusual conditions create irregular price changes of unique char¬ 
acter. The pattern of daily prices continued month by month develops into 
a further pattern of seasonal prices for various products reflecting the 
periods of heavy and light marketing. Over a scries of years livestock 
prices develop a cyclical pattern as alternate expansion and contraction of 
production is followed by alternating periods of larger and smaller market 
receipts. 

Basic to the price structure is the general price level, the net effect of 
general economic conditions on all commodity values. Its ordinary gyra¬ 
tions record the effects of business cycles, and the extraordinary ones the 
seriously disturbing influences of war periods with their long train of 
adjustments. The rapid changes during recent years in the general price 
level as a result of wars and depressions, the sensitivity of agriculture to 
these changes, and the difficulties in adjusting agricultural production so 
rapidly have led to various attempts at greater stability for agricultural 
prices. Such attempts have culminated in legislation designed to tic agri¬ 
cultural prices more or less closely to the general price level or rather to 
that part of it represented by farmers’ expenses through use of the parity- 
price concept. The need for greater price stability in agriculture is now 
quite generally accepted, but as vet politics and economics after 30 years 
of effort have not agreed upon the magic formula for its implementation. 

QUESTIONS 

1. Define price, market supply, market demand. 

2. How do prices of farm products differ from those of industrial 
products? 

3. What types of price changes occur with farm products? 

4. Define and illustrate each type. What causes each type? 

5. Which of these types are general and which arc peculiar to prices of 
farm products? 

6. Can more than one type operate at the same time? 

7. Which of these types can a farmer use as a guide to his production? 
To his marketing? 

8. Can prices of farm products be stabilized to the same extent as indus¬ 
trial prices? Why or why not? 

9. On what basis is the current parity concept calculated? 

10. What kinds of artificial controls were applied to prices during World 
War II? Why? 



154 AN INTRODUCTION TO AGRICULTURAL ECONOMICS 

11. What is the consumer’s interest in prices? 

12. What courses do prices generally follow in periods of inflation? De¬ 
flation? 

13. What population groups gain during each of such periods? What 
groups lose? 

14. List governmental measures undertaken to aid prices of farm products? 

15. How effective have they been? 

16. May prices of farm products be too high as well as too low? Why or 
why not? 


EXERCISES 

1. Chart daily local farm prices for selected products for one month. 
Average these prices by weeks and for the month. Note how daily fluctuations 
arc averaged out. 

2. Chart average monthly prices of a number of major farm products. 
Which of these show definite seasonal variations? (Use the Agricultural 
Situation of U.S. Department of Agriculture or similar sources for monthly 
data.) 
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Chapter 8. MARKETING OF AGRICULTURAL 
PRODUCTS—SCOPE, SERVICES, 
AND AGENCIES 


Marketing, as applied to agricultural products, consists of all the proc¬ 
esses and services used in moving the product from the producer to the 
final consumer. It includes not only the physical movement to the point 
where the product is wanted, but also putting it into the form and amount 
desired and having it ready at the time it is wanted. 

From small and localized beginnings the marketing organization has 
grown into a vast and complicated structure; in fact it has grown into a 
series of structures associated with different kinds of products. The facili¬ 
ties and processes needed to make a can of milk ready for final consumers 
differ greatly from those needed for livestock, or fruits and vegetables, or 
grains, or cotton, or tobacco. Yet all these channels which have been 
developed for certain types of products have many features in common. 

The historical development of marketing in the United States has been 
influenced by the commercialization of agricultural production, the 
growth of industrial centers with concentrated populations, often far 
from producers of raw materials, technological developments in the use 
and preservation of farm products for food and industrial uses, growth 
of transportation facilities, and export demands. Among these influences 
transportation has been very important in shaping the structure of market- 
ing organizations. In the early decades of our national history the move¬ 
ment of products was limited largely to water routes, driving livestock 
overland, and short overland wagon hauls. The advent of the railways 
which connected the larger cities contributed to highly centralized markets 
and to systems of distribution in those centers. During the last three 
decades the motor truck and hard-road system has tended to decentralize 
the marketing structure. 

Coincident with the growth of markets and marketing organizations 
was the shift of home industries to factories. Less manufacturing was done 
on the farm, as for example selling whole milk or cream instead of butter, 
and less preparation on the consumer’s part as purchases were made of 
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bread, wrapped and sliced, instead of flour, and ready-made garments in¬ 
stead of dry goods. Thus the field of marketing was broadened. 

A distinction has been drawn in previous chapters between production 
and marketing. This distinction is commonly accepted by farmers inas¬ 
much as with few exceptions they do not perform the operations included 
in marketing. They do recognize, however, the close relationship be¬ 
tween production and marketing since their production is regulated to 
a considerable extent both in kind and amount by their estimates of what 
the market will take, and their incomes arc measured by the amounts sold 
and the prices received. 

The economist makes no such distinction since he considers not only 
growing the raw material, but converting it into the form desired and 
making it available when and where it is wanted as production. The con¬ 
sumer agrees with this point of view because to him the live animal, the 
bushel of wheat, or the bale of cotton which the farmer sells is useless until 
other processes arc added. Even products in consumable form, like fresh 
fruit or eggs, must usually be divided into convenient amounts and often 
stored until wanted. 

Our introduction to marketing will be general rather than specific, 
giving attention in this chapter to the scope, services, and agencies in¬ 
volved; in the following chapter the costs of marketing will be discussed. 

The Scope of Marketing 

The agricultural production of the country is very diverse. The Crop 
Reporting Board of the U.S. Department of Agriculture lists 52 harvested 
crops, whose production is handled in many ways and measured in many 
kinds of physical units. Livestock and livestock products add many other 
kinds of products. All of these are measured in terms of tons, bushels, gal¬ 
lons, hundredweight, pounds, quarts, etc. Data showing average annual 
volume of production for the major products and the part sold from farms 
were given in a previous chapter (Tables 19 and 20). 

Because of their diverse character the only common denominator for all 
these products is that of value. Cash receipts from farming for the United 
States for 1932, 1940, 1944, and 1948 show the costs of raw materials as 
they enter the marketing system and also the cash incomes of farmers, 
under widely different price levels (Table 34). In 1932 cash receipts were 
at the lowest point of the depression years and totaled less than 5 billion 
dollars. The year 1940 was representative of the prewar period with 
receipts of 8% billion dollars. The increased production and higher prices 
of the war period are illustrated by the year 1944, when receipts were a 
little more than 20 billion dollars. The postwar peak of prices coupled 
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Table 34. Cash Receipts from Sales of Farm Products for Selected Years, United 

States* 

(In Millions of Dollars) 


Major groups 

Major grain and oil crops. $5,585 

Cot,on . 2,492 

Tobacco. 975 

Truck crops. ijgg 

Fruits and nuts. 1,174 

Other crops. 2 070 


32,995 

1,497 

689 

932 

1,395 

1,531 


31,132 

647 

241 

378 

443 

629 


All crops.. 

313 484 

39,039 

35,720 

2,949 

2,306 

224 

33,470 

32,397 

1,516 

809 

151 

31,997 

31,159 

986 

561 

44 

Meat animals. 

39 359 

Dairy products.. 

4,433 

3,071 

198 

Poultry. 

Other. 

All livestock and products. 

Crops and livestock. 

317,061 

330,545 

311,199 

320,238 

34,873 

38,343 

32,750 

34,747 

Individual products 





Major grain and oil crops: 





Wheat. 

32,377 

31,200 

3428 

3200 

Corn.. 

1,139 

615 

387 

110 

Soybeans. 

535 

360 

42 

6 

Oats. 

320 

166 

58 

31 

Peanuts. 

223 

152 

51 

15 

Barley. 

247 

140 

42 

14 

Rice. 

173 

111 

40 

15 

Dry edible beans. 

157 

106 

41 

18 

Flaxseed. 

308 

76 

34 

9 

Grain sorghums. 

106 

69 

9 

4 

Total. 

Cotton: 

35,585 

32,995 

31,132 

3422 

Cotton lint. 

32,140 

31,296 

3564 

3419 

Cottonseed. 

352 

201 

83 

42 

Total. 

Tobacco. 

32,492 

3975 

31,497 

3689 

3647 

3241 

3461 

3115 

Hay. 

314 

203 

76 

75 

Potatoes. 

566 

433 

154 

90 

Sweet potatoes. 

46 

56 

18 

18 

Sugar beets. 

97 

77 

56 

48 

Truck crops. 

1,188 

932 

378 

233 

Fruits: 





Oranges. 

3178 

3323 

391 

$79 

Apples. 

218 

270 

87 

76 

Grapes. 

118 

212 

43 

26 

Peaches. 

119 

154 

38 

17 

Grapefruit. 

28 

93 

15 

16 
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Table 34. Cash Receipts from Sales of Farm Products for Selected Years, United 

States.* (Continued) 



1948 

1944 

1940 

1932 

Fears.! 

$61 

$63 

$17 

$7 

Strawberries.j 

102 

49 

34 

30 

Lemons.j 

34 

48 

25 

20 

Prunes. 

33 

44 

13 

13 

Other fruits and tree nuts. 

283 

139 

80 

43 

Total fruits and nuts. 

$1,174 

$1,395 

$443 

$327 

Meat animals: 





Hobs .. 

$3,728 

$2,813 

$836 

$445 

Cattle. 

5,223 

2,604 

1,381 

621 

Sheep. 

408 

303 

180 

93 

Total meat animals. 

$9,359 

$5>20 

$2,397 

$1,159 

Dairy products: 





Milk. 

$3811 

$2,412 

$1,148 

$717 

llurtcrf.it and butter . 

621 

537 

368 

269 

Total dairy products . 

$4,433 

$2,949 

$1,516 

$986 

Poultry: 





l ogs . 

$1,857 

$1,337 

$465 

$324 

DO 

Chickens (including broilers). 

923 

745 

256 

189 

Turkeys. 

255 

199 

78 

38 

Other poultry. 

36 

25 

10 

10 

Total poultry and eggs. 

$3,071 

$2,306 

$809 

$561 


* Data for 1932 and 1940 from Cash Receipts from Farming, U.S. Department of Agri¬ 
culture, 1946; data for 1944 from The Farm Income Situation, February and April, 1946; data 
for 1948 from The Farm Ineome Situation, June, 1949. 


with high production came in 1948 when receipts were 30.5 billion dollars. 
If receipts for these years arc reduced to the common price level of 1910 
to 1914, they will represent fairly well the changes in volume of products 
marketed. On that basis receipts in billons of dollars were 7.3 in 1932, 8.5 
in 1940, 10.4 in 1944, and 10.6 in 1948. 

The data given represent the relative values of the major products 
marketed from American farms. In the years shown livestock and live¬ 
stock products made up 55 to 58 per cent of the total and crops 45 to 42 
per cent. Income from dairy products exceeded that from cattle in three 
of the years and was second to cattle in the last year. In the livestock 
group income from hogs was in third place and all poultry a rather close 
fourth. 

Income from sales of crops was largest for cotton, followed by wheat, 
corn, tobacco, potatoes, soybeans, hay, and oats. Beyond that point the 
relative positions arc less consistent. Feed crops enter the marketing chan- 
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nels to a less extent than nonfecd crops because a considerable part is fed 
on the farm where produced. 

To these values of domestically grown products should be added the 
values of agricultural products imported. These amounted in billions of 
dollars to 0.67 in 1932, 1.28 in 1940, 1.82 in 1944, and 3.15 in 1948. The 
combined values of products sold from our farms plus those of imports 
represent but the starting point in the marketing process. The final prod¬ 
ucts arc, of course, very numerous and go to serve a multitude of purposes. 
No figures are available as to the value added in the marketing process for 
all products. Such figures for representative food products and a few 
other products will be examined in a later chapter in connection with 
marketing costs. What happens to all these farm products after they enter 
the marketing channels? 

Marketing Services 

What happens to farm products after they leave the farmers’ hands 
varies greatly with the kind of product; yet, as indicated earlier, most 
products go through a number of services or functions which are similar 
in character but quite diverse in method. What should be included as 
essential marketing services is a mooted point; some authors list only a 
few, while others break down some of these into additional services. The 
essential services or functions may be listed as follows: buying and selling; 
assembling; transporting; sorting, grading, and standardizing; inspecting; 
processing; packaging; storing; financing; risk-bearing and insuring; and 
distributing. 

Buying and Selling. Buying and selling obviously are the two sides of 
a single transaction, so should be considered together. They involve an 
agreement on price, a transfer of title, provision for time and place of 
delivery, and a method of payment. Between the farmer-producer and 
the final consumer a product may be sold one or many times; if once or 
few times it is said to have a short marketing chain and if many times, a 
long marketing chain. The farmer’s primary interest is in the first transfer 
for that determines his income; the consumer’s interest is in the last transfer 
as affecting his cost of living; the in-between owners endeavor to make 
a profit from whatever service they supply. Buying and selling is most 
effectively performed when both parties are fully informed as to the 
supply and demand conditions for the product as well as to their individual 
needs and outlets. The recent trend in marketing is toward larger organiza¬ 
tions, each covering a broader area, thus reducing the number of transfers 
necessary. 

Assembling. Assembling is of two kinds: one is the bringing together 
of smaller amounts of a product for greater convenience and economy in 
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buying, shipping, or processing; the second is the concentration of various 
products for the convenience of buyers. The first kind may occur at local 
points, as when many farmers in a community haul their wheat to a local 
elevator, or a milk truck makes daily trips to pick up larger or smaller 
amounts at a number of farms, or a livestock shipping association sends its 
trucks to several farms for market stock. The elevator operator can then 
ship by carlots, the milk truck arrives fully loaded, and the shipping asso¬ 
ciation ships full trucks or cars of one kind or even of one grade of live¬ 
stock. In each case rhe cost is reduced because of handling in larger 
amounts. Similarly assembling is employed at central markets or large 
processors. Thus a flour miller or exporter requires the shipments from 
many elevators to secure the volume needed; a big milk distributor re¬ 
ceives many truck loads; and a packing plant receives shipments of live¬ 
stock from many sources. As a rule farmers operate relatively small units 
and produce a variety of products of different qualities. T he production 
of many farmers is necessary, therefore, to secure adequate amounts of the 
kind and quality of products desired. 

The second kind of assembling occurs most commonly in the distribu¬ 
tion of finished products. A wholesaler buys from many processors to have 
on hand the goods wanted bv retailers, and retailers, in turn, provide a 
wide variety of foods and other farm products to supply the demands of 
consumers. 

Either kind of assembling involves expense. People must be employed 
and equipment provided. This expense is a part of the marketing cost and 
results in a lower amount paid to the producer, or a higher price to the 
consumer, or both. 

Transporting. Transporting, or the physical movement of products 
between points during marketing, is necessary for all products sold. As 
pointed out earlier, the centralized market organization was developed in 
connection with railway transportation. Because of its greater flexibility, 
truck transportation points toward decentralization. As a means of market¬ 
ing, trucks arc better adapted to handling small shipments because they 
can be loaded on the farm, time and route of travel arc flexible, they often 
reduce damage because of less handling, and they are faster than railways 
for short hauls. 

Nearly half the farms in the country are equipped with trucks or trailers 
which enabled farmers in 1947 with their own equipment to move 45 per 
cent of the tonnage of products sold from the farms to initial markets. 
Hired trucks accounted for 33 per cent of this hauling and buyers’ trucks 
for 22 per cent. 1 Beyond the initial markets, especially for long hauls of 

1 Donald E. Church, Transportation from Farms to Initial Markets. Agri¬ 
cultural Economics Research , Vol. I, No. 2, April, 1949, p. 51. 
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bulky or perishable products, railways still play an important part. Inland 
waterways carry some grain, and ocean steamships carry export products. 
Air traffic holds promise for perishable products of high-unit value. 

Many products arc transported several times at various stages as they 
move to concentration or processing points and the finished products are 
distributed. To be adequate transportation must provide facilities for 
prompt and convenient handling at terminals, plenty of capacity, care for 
products enroute, speed of movement in line with perishability, and per¬ 
formance at reasonable cost. 

Transportation has permitted the development of areas of specialized 
production far removed from major consuming areas, but the retention 
of a favorable competitive position depends to a considerable extent on 
the costs of moving the products. Transporting farm products in 1940 
cost 800 million dollars or 9 per cent of the total costs of marketing. 2 

Sorting, Grading, and Standardizing. Sorting is the physical separation 
of products of different qualities. Such separation may or may not conform 
to establish standards. Thus a farmer may sort out small or damaged 
potatoes before marketing them, or throw out moldy or immature cars 
of corn as the crop is cribbed, or separate hogs of one weight group from 
those of another group. Grading and standardizing are frequently used 
interchangeably and go farther than sorting. They refer to grouping in 
accordance with predetermined standards. 

Agricultural products, as they are produced on the farms, lack uniform¬ 
ity. Inasmuch as buyers and consumers desire uniformity some basis of 
description is necessary. The earlier descriptions adopted by individuals 
and firms were diverse and unsatisfactory and led to more centralized 
systems. Several states, beginning with Illinois in 1871, set up state grading 
and inspection of grains. In 1916 the United States Grain Standards Act 
was passed providing a uniform system under Federal supervision. Since 
that time work of a similar character has been done, and Federal standards 
have been established for many kinds of farm products. These standards 
are based upon objective characteristics of the product. The principal 
factors that determine the grade of grain, for example, are test weight per 
bushel, moisture content, damaged kernels, foreign material, the amount 
of other grains or other classes of the same grain, and “condition,” i.e. t 
whether it is cool, sweet or musty, sour, heating, or hot. 

Standards provide advantages throughout the marketing chain. Products 
can be bought and sold without previous examination; uniformity between 
markets is provided; market values are better understood; products of like 

1 Ezekiel Limmer, Producer to Consumer, III, Transportation, Agricultural 
Situation , Vol. 25, No. 6, June, 1941, p. 16. 
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grades can be stored in bulk. Standards furnish a basis for market report¬ 
ing and for advertising; they make possible the payment of premiums for 
high-quality production; and they permit sales for future delivery. 

During World War II Fedcrafstandards formed the basis of huge gov¬ 
ernment purchases for the armed forces and for Icnd-lcasc. These demands 
necessitated the application of standards to many products not previously 
covered. 

Inspecting. Inspecting is closely related to grading and is sometimes 
considered a part of it. Inspecting is the physical examination of the prod¬ 
uct, most commonly to ascertain to what grade it belongs. Inspection is 
also employed as a regulatory measure as a check on suitability for certain 
uses. In slaughter plants which sell meat in interstate trade, for example, 
animals arc inspected both before and after slaughter to detect disease 
which would render the meat unfit for human use. This is an entirely 
different operation from that in which the carcasses are graded for quality. 

Inspection for grading purposes often involves sampling. Special devices 
arc used to secure a representative sample from a bale of cotton or a car 
of grain. Inspection may be quite complex, as with government purchases 
of dried eggs during the war. A small sample from each batch of eggs 
dried was sent to a laboratory for testing for fats, solubility, solids, acidity, 
color, and texture.' 

Processing. Processing is changing the form of products to make them 
ready for use. While the basic processes of food preparation and making 
clothing from fibers have long been practiced, processing has assumed a 
much broader role than formerly. Contributing to this expansion has been 
the widespread shift from home to factory of such operations as bread 
baking, buttermaking, and meat curing; the development of many new 
types of foods as a result of technological advances; the limited storage 
and food-preparation facilities in many living units; and the application of 
large-scale industrial methods to many processing operations. 

The food industries have made available a wide variety of canned and 
preserved vegetables, fruits, and fruit juices; meats in fresh, mild-cured, 
and precooked form; a great array of bakery goods; and dairy products 
of many kinds. Perishable products have been made generally available 
through the use of refrigeration in processing plants, in wholesale and 
retail outlets, and in homes. In recent years dehydration has been used 
extensively for dairy products, eggs, and some vegetables, and quick- 
freezing is used to preserve a wide variety of foods, including precooked 
types. 

1 C. W. Kitchen, War Speeds Standardization. Agricultural Situation , Vol. 
27, No. 3, March, 1943, p. 12. 
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These processing developments have added variety to the diets of many 
families, reduced the work in the home, made families more dependent on 
marketing services, and have increased the costs of marketing. 

Packaging. The place of packaging in marketing is easily understood 
if one compares the grocery of 40 years ago with its stock of flour, cookies, 
crackers, sugar, salt, and rolled oats in barrels; butter in tubs; and lard 
in cans with a modern food store with its diversified stock of packaged 
goods. The same conditions which led to the expansion of processing have 
also influenced the packaging of these goods in small units for retail dis¬ 
tribution. Larger shipping containers are also necessary for handling from 
the processor where most of the packaging is done by the retailer. 

During World War II shortages of container materials led to an exami¬ 
nation of types and to moves for standardization. For example, the 
National Container Committee recommended that the 540 different sizes 
of crates, drums, and sacks used in marketing fruits and vegetables be 
reduced to 110.' Similar reductions were made in sizes of “tin” cans. New 
types of containers were also devised. 

Packaging is not only a convenience both to the merchant and the con¬ 
sumer, but it provides a means of identification. This influence is par¬ 
ticularly valuable in self-service stores as a means of relating the product 
to advertising programs of national food processors and as identifying 
products of recognized quality. Requirements of packaging for main¬ 
taining the quality of the products vary greatly, and especially in those 
used in prepackaging fresh fruits and vegetables and meats. 

Storing. Storage is the holding of goods from time of production 
until needed. Agricultural production, as indicated earlier, is seasonal, but 
the demand for products extends throughout the year. Storage helps to 
spread out the market supply. Some products like grains, if not held for 
too long a period, require only protection from the weather, hence can 
be held on farms. Much grain is also stored in local and terminal elevators. 
Other products with minimum storage requirements are cotton, wool, and 
evaporated milk. Fresh fruits and vegetables and potatoes require cold 
storage at above-freezing temperatures. Frozen foods require much lower 
temperatures. Some products like cheese require different temperatures 
as they go through the ripening process. 

Storage tends to equalize supply and demand and thus affects prices. It 
often involves large investments and risks which necessitate regulation to 
ensure proper care of the stored materials. While adequate reserves are 
desirable, excess accumulations as occurred under government loans in 
the ever-normal granary program constitute a problem since, unless 

‘ Harry Henderson, Packaging the Nation’s Food. Agricultural Situation, 
Vol. 26, No. 5, May, 1942, p. 12. 
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destroyed or diverted to some unusual use, they must be absorbed into the 
usual marketing channels in competition with current production. 

Financing. Financing is the provision of the money and credit neces¬ 
sary to carry products through the marketing channels. The farmer wants 
cash when he sells his products, and a considerable period of time may 
elapse before the finished products are sold to consumers. In the meantime 
large sums are necessary for those who buy, store, process, and distribute 
large quantities of products. These handlers may supply part of these 
funds, but often must depend upon borrowing. This is particularly true 
for seasonal products which must be stored for several months. 

Under the price-support programs, the government through the Com¬ 
modity Credit Corporation has financed the storage of grain on farms 
and of cotton in warehouses. These are nonrecourse loans under which 
the farmer can turn over the product to the government at the loan figure 
unless the price rises above that figure and he desires to redeem the 
product. 

Risk Bearing and Insuring. The ownership of goods entails risk. Perish¬ 
able products may be a total loss unless moved quickly. Products may 
be damaged bv fire, floods, insects, transportation accidents, or theft; live¬ 
stock may be injured or die. Aside from risk to the products is that of 
price changes in which the risk increases with the period of ownership. 
Strikes may stop the operation of processing plants or shipments on trans¬ 
portation lines. Risks of various kinds occur at every step in the market¬ 
ing process. 

Some risks must be sustained as part of the cost of marketing; others 
can be shifted. Goods may be insured against losses by fire or flood or 
losses in transit. For products like grain and cotton for which organized 
speculation is available the owner may use hedging as a means of shifting 
risk of price changes. Government guarantees through loans and price 
supports also reduce the risk of price declines. 

Distributing. The average consumer wants small quantities of many 
different products. Distribution bridges this gap between the large-scale 
processors and the great number of consumers. Earlier, distribution was 
carried on almost entirely at two levels, wholesaling or distribution from 
processors to retailers, and retailing or distribution to consumers. During 
the past two decades these levels have been partially consolidated through 
the development of corporate food chains which carry the distribution 
from the processor to the consumer through multiple retail outlets and 
which frequently include some processing as well. These stores handle 
large volumes of a wide variety of products, use the most modern equip¬ 
ment, but provide only limited service. Because of this type of competi¬ 
tion many independent retail food stores have instituted cooperative 
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purchasing and advertising as a step in consolidation. A somewhat 
parallel situation developed much earlier in meat marketing in which 
the processors also control most of the wholesale distribution. 

Competition is keen among distributors, and particularly at the retail 
level. It is here that advertising is extensively employed both to popularize 
brand-name products and to appeal by price competition. 

These marketing services or functions obviously apply differently in 
degree and method with different kinds of products. Some products go 
through a short and simple marketing chain, while for others it is long 
and complex. Technological developments and consumer demand have 
tended to increase the number of final products of farm origin and to 
supply them in a constantly broadening area. At the same time the mar¬ 
keting organization has tended toward greater centralization. 


Marketing Agencies 

From the preceding discussion of marketing services it is evident that 
most farm products reach the consumer indirectly, i.e., through others 
than the original producers. Some direct marketing takes place as in the 
case of a dairyman who not only produces the milk, but pasteurizes, 
bottles, and delivers it to the homes of customers daily or on alternate 
days; or the farmer who delivers eggs to consumers once a week. Farmers’ 
roadside stands furnish another illustration, as do city markets which 
provide stalls where producers sell various products to consumers. The 
extent of such direct marketing from producer to consumer is definitely 
limited, by distance, to types of products which require a minimum of 
processing, and to those available in uniform supply and quality, unless 
distribution is restricted to seasonal production. Even then the time in¬ 
volved and the inconvenience are obstacles. 

To overcome these difficulties and to provide a steady flow of both 
fresh and processed goods to consumers at convenient places, and in de¬ 
sired amounts, the marketing system has been developed. Marketing 
systems would be a more accurate expression, for in practice products 
follow largely commodity channels, because of the nature of the prod¬ 
ucts and the kinds of facilities needed to handle them. Thus, in general, 
grains follow one channel; cotton, another; tobacco, still another; with 
separate channels for livestock, dairy products, and poultry and eggs. 
At the farm end of the marketing process these different channels are 
familiar in the types of buyers for the different products. Not only does 
each class of product differ from the others, but the channel or path of 
each class of products has many variations. 

The agencies which perform the marketing services on farm products 
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have been classified into two major groups: those engaged in wholesale 
business, including processing, and those in retail business (Tables 35 and 
36). Under the wholesale classification the textiles, cotton and wool, and 
leather products are included as raw materials, but the processed goods 
are not included under consumer goods. These products, likewise, arc not 
listed as agricultural under the classification of retail stores. 

Table 35. Selected Kinds or Wholesale Business, United States, 1939* 


Kind of business 

Number 

Per cent 
of total 

United States total wholesale trade. 

200,573 

100.0 

Service and limited function wholesalers: 



Farm products—raw materials..j 

2,086 

1.0 

Farm products—consumer goods .. - 

10,945 

5.5 

Groceries (general line).• 

3,942 

2.0 

Groceries and foods (specialty lines) ... 

12,04' 

6.0 

Tobacco and products (except leaf). 

2,717 

1.4 

Manufacturers’ sales branches (with stocks): 



Farm products -consumer goods. 

610 

0.3 

Groceries and foods (specialty lines). 

2,592 

1.3 

Tobacco and products (except leaf). 

44 

0.02 

Manufacturers’ sales offices (without stocks): 



Farm products -consumer goods. 

75 

0.04 

Groceries and foods (specialty lines). 

810 

0.4 

Tobacco and products (except leaf). 

136 

0.1 

Agents and brokers: 



Farm products—raw materials. 

3,091 

1.5 

Farm products -consumer goods. 

1,287 

0.6 

Groceries and foods (specialty lines). 

2,729 

1.4 

Tobacco and products (except leaf). 

25 

0.01 

Assemblers (mainly farm products): 



Farm products—raw materials. 

15,639 

7.8 

Farm products —consumer goods. 

12,132 

6.0 

Groceries and foods (specialty lines). 

819 

0.4 

Total wholesale trade, farm products. 

71,724 

35.77 


* U.S. Department of Commerce, Bureau of the Census. "Wholesale Trade, 1939, United 
States Summary," dated Mar. 31, 1941, Table I, selected items, pp. 6-19, quoted by William 
E. F. Conrad in Agricultural Situation, Vol. 25, No. 10, 1941, p. 29. 


Agencies handling agricultural products in 1939 represented 36 per 
cent of the country’s business units at the wholesale level and 45 per cent 
at the retail level. Of those at the wholesale level 29 per cent were con¬ 
cerned with the raw materials of agriculture and 71 per cent with proc¬ 
essing and distribution. At the retail level practically all the agencies were 
engaged in the distribution of finished products. 
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Agencies and Channels for Individual Products. A general idea of the 
agencies involved in marketing specific products and the manner in which 
the product is moved from one agency to another is shown graphically 
for wheat, livestock and meat, and chickens, and is traced for cotton. 


Table 36. Selected Kinds of Retail Business, United States, 1939* 


Kind of business 

Number 

Per cent 
of total 

Total United States retail stores. 

1,770,355 

100.0 

Food group: 

Grocery stores (without fresh meats). 

200,303 

187,034 

11 1 

Combination stores (groceries and meats). 


Dairy-products stores, milk dealers. 

16,834 


Meat markets, fish markets.. 

42,360 

48,015 

2 4 

Candy, nut, confectionery stores. 

2 7 

Fruit stores, vegetable markets. 

27,666 

1.6 

Other food stores. 

38,337 

2.2 

Total food croup. 

560,S49 
39,688 
169,792 
16,772 

31.7 

General stores (with food).. 

2.2 

Eatinc places.. 

9.6 

0.9 

Hay, grain, and feed stores. 

Cigar stores, cigar stands. 

18,504 

1.0 

Total retail trade, farm products. 

805,305 

45.4 


*U.S. Department of Commerce, Bureau of the Census. "Retail Trade—the United 
States—1939, Employment, Payroll and Inventory," dated Feb. 14, 1941, p. 6, quoted by 
William E. F. Conrad in Agricultural Situation, Vol. 25, No. 10, 1941, p. 30. 

Wheat. 6 Most of the wheat sold by farmers goes to country elevators 
which assemble the grain from many farms for shipment. A number of 
outlets may be used, but most of it goes to terminal elevators which store 
and condition it for resale. This wheat, together with some from country 
elevators, goes to flour millers and other processors such as manufacturers 
of cereals and macaroni and processors of industrial alcohol. From the 
flour millers, flour and by-products follow somewhat different paths, the 
flour going to wholesalers, retailers, and bakers who process it further on 
its way to retailers. The by-products go to manufacturers of mixed feeds 
and on through wholesalers and retailers to consumers (Fig. 16). Because 
other products are added in making cereals, bread, and mixed feeds the 
final products are greater than the amount of wheat sold. Other agencies 

‘Based on U.S. Department of Agriculture Technical Bulletin 934 by 
Donald R. Stokes, “Marketing Margins and Costs for Grains, Grain Products, 
and Dry Edible Beans,” 1947, pp. 5-7. 
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products reach the consumers. 
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enter the picture at various points to provide transportation, financing, 
insuring, and avoidance of risk through hedging. Wheat is a major export 
item; hence wheat from terminal elevators and flour from millers may 
move to exporters, thence to buyers in other countries. 

Livestock and Meats. 6 Of the cattle, hogs, and sheep sold by Corn Belt 
farmers in 1940, 82 per cent went to packing plants for slaughter and 18 
per cent mainly to farms and feed lots for further feeding or for breeding 
and dairy purposes. Of the slaughter livestock the largest movement was 
through the terminal public markets, a considerable amount moved 
directly to packing plants, and the remainder through various local 
agencies such as dealers, concentration yards, auctions, and local coopera¬ 
tives. The proportions varied for the species of livestock; a larger propor¬ 
tion of hogs than of cattle or sheep was shipped directly to packers (Fig. 
17). 

At the terminal markets several agencies may participate. Stockyard 
companies provide facilities for unloading, holding in pens, and feeding. 
Commission companies sell the animals. The chief buyers of slaughter 
stock are packing plants located at the terminal market, order buyers for 
outside packing plants (usually in the East), speculators or scalpers who 
buy and sell on the same market. 

The marketing channel for meat is quite short, about three-fourths of 
the output of the packing plants going to retail stores either directly or 
through the branch houses of the packing plants (Fig. 18). More than 10 
per cent in 1939 went directly to institutions and other large users or to 
exporters. Only a relatively small amount moved through wholesalers and 
jobbers to retailers. During World War II huge quantities of meat were 
purchased by government buyers for use of the armed forces and for 
lend-lease. For the war period this activity greatly modified the normal 
channels of distribution. In addition to animals sold for slaughter, many 
animals, particularly hogs, are slaughtered on farms. Some meat from this 
source is sold locally. 

Chickens . 7 Chickens are usually marketed in relatively small volume 
by large numbers of farmers. Processing requires less equipment than for 
meat animals and may take place either in the country or at processing 
plants in the city. Many agencies buy and handle chickens. As a result 
of these conditions many variations occur in the marketing channel. The 
typical movement, however, is by way of the independent buying station, 

0 Based on U.S. Department of Agriculture Technical Bulletin 932, “Market¬ 
ing Margins and Costs for Livestock and Meat,” by Knute Bjorka, 1947, 
pp. 4-9. 

1 Based on U.S. Department of Agriculture Technical Bulletin 969, “Market¬ 
ing Margins and Costs for Poultry and Eggs,” by E. P. Winter, 1948, pp. 7-9. 
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Fig. 17. Although livestock may move through any one of a number of 
different channels the routes arc fairly direct. 

CHANNELS OF MOVEMENT OF MEAT AND MEAT PRODUCTS 
FROM PACKING PLANTS TO CONSUMERS AND OTHER 
USERS. BASED ON VALUE OF PRODUCTS. 1939 
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Fig. 18. The marketing channels for meat are short because not only proc¬ 
essing but also much of the distribution is concentrated under one kind of 
marketing agency. 
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shipper, wholesaler of live poultry, city processor, and retailer (Fig. 19). 
The rapid expansion in the broiler industry in recent years together with 
the quick-freezing process has doubtless modified the flow of this product. 

Cotton* Seed cotton moves from farms to ginners where it is cleaned, 
the seed separated from the lint (ginning), and the lint packed and wrap¬ 
ped in 500-pound bales. From gins it moves to compresses where the 
bales arc further compressed, thence to warehouses where it is assembled 
and stored. From warehouses it goes to mills or manufacturers where the 
bales arc opened and the cotton is picked, carded, combed (for fine yarns), 
and spun into yarn; most of the yarn is woven into cloth, some goes into 
knit goods, and some to other uses such as thread, twine, cordage, and 
tire cord. Of the knit goods the greater part goes to dyers and finishers 
for bleaching, dyeing, and printing. The part used for clothing and 
household goods goes to manufacturers of such materials; then the finished 
products are distributed through wholesalers, jobbers, or other agencies 
to retailers, and thence to consumers. The marketing channel for cotton 
is very long and involves a large number of agencies. 

Cottonseed is an important by-product with its own channel from 
which emerge the primary products of oil, meal, and linters, and numer¬ 
ous products of lesser value. 

The Role of Government 

Few persons recognize the extent to which the marketing of farm 
products is influenced directly and indirectly by governmental action. It 
is evident that a system of markets covering a wide area and handling 
many kinds of products of varying quality would lack uniformity unless 
standards were provided by a central agency and were generally accepted 
in the trades. Moreover, some individuals would take advantage, by un¬ 
fair practices. The task of keeping currently informed in a rapidly chang¬ 
ing situation is a difficult one. and new problems are constantly arising to 
require study. The Federal government has undertaken to render assist¬ 
ance through regulatory, informational, and research activities. Other 
activities not aimed at marketing have exerted an influence indirectly. 
State and local agencies of government have likewise engaged in activities 
affecting marketing. 

Federal Regulatory Activities. The U.S. Department of Agriculture 
through the Production and Marketing Administration administers more 
than a score of laws relating to the marketing of farm products. These 
relate primarily to standardization and inspection, the prevention of unfair 
practices, and the income to producers by means of marketing agreements. 

'Based on U.S. Department of Agriculture Technical Bulletin 891, “Market¬ 
ing and Manufacturing Margins for Textiles," by L. D. Howell, 1945, pp. 2-7. 
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Standards were set up first on cotton in 1914. By 1935 standards for 
quality had been announced on 169 items covering the most important 
agricultural products. The war period brought demands for additional 
standards as a basis for administering price-control legislation. Some 
standards, as on cotton and grain, are mandatory, i.e. y they are required 
on products sold by grade in interstate commerce. Most are permissive, 
i.e. t recommended for optional use and employed in inspection work and 
for the market news service. Standards are developed along lines of com¬ 
mercial use and are set up first in tentative form and tested under market 
conditions before being adopted as permissive or mandatory. Laws on 
standards provide for various types of inspection and supervision in order 
to secure uniform application throughout the country. In practice the use 
of standards has often been opposed by the trades on the ground that they 
would destroy the value of brand names used in advertising. 

The prevention of unfair practices may be illustrated by four laws of 
this type. The Packers and Stockyards Act seeks to control unfair, dis¬ 
criminatory, or deceptive practices by meat packers engaged in interstate 
trade and requires that rates charged by stockyards and commission men 
be just, reasonable, and nondiscriminatory. The Perishable Agricultural 
Commodities Act requires licensing of commission merchants, dealers, 
and brokers who handle fresh fruits and vegetables. Under the United 
States Warehouse Act public warehouses for storing certain agricultural 
products are licensed and bonded to provide a system of safe storage. 
Agricultural and vegetable seeds, if moved in interstate commerce, are 
subject to the Federal Seed Act, which requires labeling as to variety and 
germination, and compliance with noxious weed laws of the state to which 
it is shipped. Certain standards are required for imported seeds. Through 
these and other regulatory laws marketing is facilitated and abuses are 
prevented. Thus the interest of the public is protected at many points. 

Marketing agreements legislation provides for protecting the income of 
producers on a basis equivalent to parity. Such agreements may be made 
with processors, producers, associations of producers, and others who 
handle a commodity or products made from it. Marketing agreements may 
result, but rarely do, from the voluntary action of producers and handlers. 
They are compulsory if supported by referendum vote of two-thirds of 
producers handling two-thirds of the product and handlers of at least 50 
per cent of the volume of the product. Thus far this act which dates from 
1937 has been used chiefly by producers of fresh fruits and vegetables 
and milk. 

Federal Informational Activities. Marketing information is provided 
by the Market News Service of the Production and Marketing Adminis¬ 
tration. Information covers the following commodity lines: fruit and 
vegetables; livestock, meats, and wool; dairy and poultry; grain, feed, rice, 
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hay, beans, hops; cotton and cottonseed; and tobacco. Information is 
secured usually in cooperation with state agencies by market reporters at 
110 market centers in which the marketing of one or more of these com¬ 
modity lines is important. About one-third of these centers which report 
on fruits and vegetables and tobacco operate on a seasonal basis. 

Market reporters contact buyers and sellers, transportation lines, storage 
and other agencies to collect and compile information on market prices, 
market receipts, storage stocks, retail movements, and the like. The in¬ 
formation is disseminated through the familiar radio broadcasts, the press, 
and market summaries issued on a daily, weekly, monthly, or seasonal 
basis. The reports differ with the nature of the commodity. The purpose 
for all commodity groups, however, is the same, to provide unbiased 
information for the benefit of all interests. 

Federal Research Activities. The general research activities of the U.S. 
Department of Agriculture were traced in the chapters dealing with 
agricultural history. Part of these research efforts were directed toward 
marketing and were carried on both directly by the U.S. Department of 
Agriculture and by the state agricultural experiment stations with Fed¬ 
eral support. While research in marketing has received much greater 
emphasis since 1925, mention should be made of the earlier extensive work 
necessary to the formulation of Federal standards for grading. Much at¬ 
tention has been given in recent years to marketing costs and margins. 
Under the Research and Marketing Act of 1946 funds were provided 
for a much broader and more coordinated scope of marketing research 
than had been undertaken before. Many projects of this kind arc under 
way and should contribute to the solution of the problems. 

Other Federal Activities Affecting Marketing. Many other activities 
which were not directed toward marketing have had an influence upon 
it. Acreage-control programs and subsidies for increased production were 
intended to change the market supplies, though in different directions. 
Similarly food-stamp plans at home and foreign aid through lend-lease 
and rehabilitation modified demand. Government purchases, loans, and 
storage measures affected the time of marketing. Price floors and ceilings, 
procurement for armed forces, food orders, and rationing likewise in¬ 
fluenced the normal flow of goods. Such measures may be helpful or 
harmful to orderly marketing. The large number of such indirect in¬ 
fluences in recent years has added difficulties to a marketing system al¬ 
ready complex. 

State and Local Governmental Activities. State and local governmental 
bodies have also inaugurated activities which affect marketing. Many of 
these cooperate with or complement activities of Federal agencies such 
as market news reports; sanitary regulations; pure seed laws; control of 
harmful insects and plant diseases and livestock diseases; regulation of 
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markets; inspection, grading, and packaging of products; correct scale 
weights, and the like. 

These state regulations are subject to two objections: first, they lack 
uniformity, a fact which frequently causes difficulties when farm products 
arc moved across state lines. Further, while ostensibly set up for justifiable 
purposes, they have frequently been used as a means of discrimination 
against competing products from outside areas. For example, inspection 
requirements for dairy products may exclude products from areas outside 
°f established inspection zones; some margarine taxes arc designed to 
protect dairy interests; license requirements and taxes on out-of-state 
motor trucks and on merchant truckers are frequently restrictive if not 
prohibitory; state regulations relating to grades, standards, labeling, and 
containers are used to give distinct advantages to products produced in 
the state, while state-financed advertising frequently boosts home prod¬ 
ucts; and quarantines cause unnecessary delay and expense. State and local 
regulations have their place; if, however, greater uniformity were achieved 
between states and the regulations were limited to their valid purposes and 
not used to develop preferential markets the marketing of farm products 
would be freed of numerous embarrassing restrictions. 

Summary 

With the agricultural and industrial development of the country the 
marketing, processing, and distribution of the products of America’s 
farms have become a huge business. It not only supplies the major part 
of the country’s needs for food and fibers, but it also constitutes an im¬ 
portant segment of the nation’s economy. The numerous marketing 
services through which the raw materials from farms are made available 
throughout the year in the form desired and at convenient places provide 
employment to a large number of persons and add greatly to the value 
of the products. 

Because of the diverse characteristics of farm products, the agencies 
which handle them and the channels through which they pass are or¬ 
ganized on commodity lines. The agencies dealing in products of farm 
origin made up, in the prewar period, more than one-third of the whole¬ 
sale units and nearly one-half of the retail units in the country. 

The marketing of farm products is closely associated with major items 
in the cost of living and with public health. To protect the public in¬ 
terest the Federal government has taken an increasing role through its 
regulatory, informational, and research activities. Other Federal activities, 
especially the emergency measures of the war period, and state and local 
regulations also affect marketing, some to aid and some to hinder the free 
flow of products through marketing channels. 
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QUESTIONS 

1. Define marketing. For farm products, where docs the marketing process 
begin? Where does it end? 

2. Why do not farmers sell more of their products directly to consumers? 

3. What marketing services arc involved in marketing farm products? 

4. Define and illustrate each of these services. 

5. Which of these services apply more fully to farm products than to 
manufactured goods? Why? 

6. List the agencies that perform each of the marketing services. 

7. Why are different agencies involved in handling different kinds of 
farm products? 

8. Are middlemen necessary to marketing? Why? 

9. Would marketing costs be reduced if some or all middlemen were 
eliminated? 

10. To what extent can farmers adjust their production and time of mar¬ 
keting in line with consumer demand? 

11. What are marketing channels? 

12. Illustrate such channels for specific products. 

13. In what ways docs the Federal government aid in marketing farm 
products? 

14. What activities of state and local government arc related to marketing? 

15. What problems do farmers have in marketing their products? 

16. What influences operate to improve the marketing of farm products? 
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Chapter 9. COSTS OF MARKETING 

AGRICULTURAL PRODUCTS 


Many questions have been raised concerning the cost of marketing farm 
products but until recently little information was available to answer them. 
Farmers have felt that the prices they received were low in comparison 
with those charged at retail; consumers likewise have criticized the prices 
they have paid as unreasonably higher than those received by farmers. 
Indeed many cooperative organizations of producers and some of con¬ 
sumers have been organized in an effort to reduce the marketing spread. 
The uses to which farm products arc put arc so diverse that as yet no over¬ 
all figures of retail values of all kinds of products of farm origin arc avail¬ 
able for comparison with the aggregate values of farm products sold. 
Attention has been given, however, to breaking down the marketing costs 
for selected food products and for the nonfood groups of tobacco, textiles, 
and leather products. 

Marketing Costs for Food Products 

The farm products which go to food uses represent approximately two- 
thirds of the total value of products sold from farms. Food costs are a very 
important item in the budget of consumers, particularly those in the lower 
income groups. The national marketing bill for food products is very 
significant, therefore, to both producers and consumers. It is important, 
also, to those engaged in marketing. From 1913 through 1948 the total 
marketing bill of food products exceeded the farm value of those products 
in all but 7 years, 1918 and 1943 to 1948. 

Year-to-year Costs of “Market Basket.” The changes in the amount of 
marketing costs may be expressed in terms of the “market basket” which 
represents the average annual purchases per family of three average con¬ 
sumers for the period 1935 to 1939 (Table 37 and Fig. 20). The market 
basket is composed of 51 typical food items representing the various food 
groups-meats, dairy products, poultry and eggs, cereals, fruits and vege¬ 
tables, and some miscellaneous items. In expressing the value of this group 
of items allowance is made for the normal amount of waste in marketing 
and for the value of by-products. Foods produced for home use and 
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exports are excluded, as are charges for preparation and service of foods 
in eating places. The marketing charges include all the marketing services 
of local assembly, transportation, storage, processing, wholesaling, and 
retailing. ° 

Note that the retail cost of items in the market basket was $264 in 1913. 
After 1915 it increased rapidly to $568 in 1920, then held very stable be¬ 
tween $400 and $450 during the twenties. After 1930 it fell to $276 in 1933, 
w as variable until 1940, then rose rapidly reaching its peak in 1948 when 
the yearly average retail cost was $687.'In June, 1948, the extreme peak 
of $708 was reached after which retail costs declined. 



Imc. 2° The farmer usually receives less than half of the consumer’s dollar 
tor food products. Because marketing costs are rather rigid, changes in retail 
values arc quickly reflected in prices the farmer receives. 

The farm value followed a course closely parallel to that of retail cost. 
The marketing margin, which is the difference between retail cost and 
farm value, is much more stable than either retail or farm value. During 
the 36-year period the range from low to high in marketing costs was 
$188; for farm value it was $267 and for retail cost $423. The greater 
stability of marketing costs arises from the fact that marketing services 
are made up very largely of labor costs, which change more slowly than 
farm values or retail costs. 

The farmer’s share for food products ranged from a low point of 32 
per cent in 1932, or 32 cents for each dollar the consumer spent for food, 
to a high point of 54 per cent in 1945 and 1946. During the 36-year period 
farmers received less than 40 cents of the consumer’s dollar in 7 years; 
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Table 37. Market Basket or Farm Food Products: Pr.ces Marketiko Charges, and 
I able ivia Farmer . $ Share or Consumer’s Dollar, 1913-1949 _ 


Year 


1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920 

1921 

1922 

1923 

1924 

1925 

1926 

1927 

1928 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 
193S-1939 av 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

1949 


-r 

1 

Retail 

cost* 

ft 

'arm value 
adjusted . 
for 

y-products' 

-arm value 
plus 

[overnment 

producer 

payments' 

Mar- j i 
gin 

Marketing 

charges* 

Farmer's 
share/ % 

Marketing 
charges as 
per cent of 
retail cost 

$261 ' 
272 

SI 24 

125 

... 

*140 

147 

*140 

147 

47 

46 

53 

54 

267 I 

321 

442 

457 

513 

120 

145 

210 

235 

250 

• • • 

... 

... 

147 

176 

232 

223 

263 

147 

176 

252 

225 

263 

45 

45 

48 

51 

49 

55 

55 

52 

49 

51 

568 
427 
408 
413 1 
406 

245 

171 

163 

166 

166 

• • • 

... 

... 

523 ! 
256 1 
245 
247 
240 

323 

256 

245 

247 

240 

45 

40 

40 

40 

41 

57 

60 

60 

60 

59 

442 

448 

434 

435 
435 

191 

188 

180 

186 

183 

... 

• • • 

251 1 
260 
254 
249 

252 

251 

260 

254 

249 

252 

43 

42 

41 

43 

42 

57 

58 

59 

57 

58 

421 

339 

284 

276 

311 

165 

121 

92 

89 

107 

*91 

116 

256 

218 

192 

187 

204 

256 

218 

192 

185 

195 

39 

36 

32 

32 

34 

61 

64 

68 

67 

63 

347 

349 

362 

328 

316 

138 

143 

156 

128 

122 

147 

209 

206 

206 

200 

194 

200 

206 

206 

200 

194 

40 

41 

43 

39 

39 

58 

59 

57 

61 

61 

. 340 

137 

139 

203 

201 

40 

59 

317 

347 

407 

458 

128 

154 

1% 

236 

238 

189 

193 

211 

222 

189 

193 

211 

227 

40 

44 

48 

52 

60 

56 

52 

50 

.A 

450 

237 

246 

213 

225 

53 

50 

459 

247 

258 

212 

228 

54 

50 

528 

283 

289 

245 

254 

54 

48 

643 

344 


299 

299 

S3 

47 

687 

359 


328 

328 

52 

48 

646 

309 

... 

337 

337 

48 

52 


! - 

- Attic ullural Outlook charts, 1949. Average annual purchases per family of three average 
consumers 1935-1939. 1949 from Marketing and Traniportaiion Situation, May, 1950. 

C SCalculated from retail prices collected by the Bureau of Labor Stat.st.es and the Bureau 

° f ^aymcms'to'famTJTfor equivalent quantities of farm produce minus imputed value of 

k^Indudcs°govermr»enr payments to producers of selected products except benefit, con- 

X VMarketing Charges*equal *margin minus processor taxes plus government payments to 

m ^ r Far me r^s'shareof consumer's food dollar calculated from farm value before addition of 
producer payments. 




182 AN INTRODUCTION TO AGRICULTURAL ECONOMICS 

frcm 40 to 44 cents in 15 years; from 45 to 49 cents in 7 years; and from 
50 to 54 cents in 7 years. The farmer’s share increased in the periods 1916 
to 1918 1932 to 1937, and 1940 to 1945. These were periods in which 
prices of farm products were rising. Conversely, the farmer’s share de- 
clmed in 1918 to 1921, 1928 to 1932, and 1937 to 1939-ail periods of falling 
farm prices. Farm marketing costs are like farm operating costs in that 
they lag behind changes in farm prices. In periods of rising farm prices 
farmers receive an increasing proportion of the consumer’s dollar until 
marketing costs catch up as they did in 1919 and again in 1947 and 1948. 
In periods of falling farm prices farmers receive a decreasing share because 
marketing costs decline more slowly than farm prices. 


Table 38. Food Products: Indexes of Marketing Charges, Hourly Earn.nos or Food- 
marketing Employees, and Labor Costs per Unit of Farm-food Products 
Marketed, United States, 1929-1948 
(1935-1939 - 100)* 


Year 

Marketing 

charges 

Hourly 

earningsf 

Unit labor 
cost} 

Year 

Marketing 

charges 

Hourly 

earningst 

1 Unit labor 
cost} 


124 

... 

117 

1939 

96 

102 

100 


127 

... 

113 

1940 

94 


100 


108 

•.. 

103 

1941 

95 

111 

106 

1932 

95 

92 

89 


105 

122 

115 

1933 

90 

87 

81 


111 

134 

1— 

1934 

96 

99 

92 


112 

142 

IfU 

1935 

100 

95 

94 


112 

152 

131 

1936 

102 

97 

98 


126 

176 

148 

1937 

103 

101 

105 


151 

199 

177 

1938 

99 

104 

102 

1948 

166 

214 

196 


"6... t-iiaris, ip. ID. 

t Wcighicd average of hourly earnings of all employees engaged in retail food stores, 
wholesaling, processing, and transportation of farm food products. 

t Quotient of total marketing payroll and physical volume of food marketed for civilian 
consumption. 


Why the Farmer’s Share Varies from Year to Year. Variations from 
year to year in the farmer’s share for all food products may be ascribed 
principally to two causes: changes in labor costs and extent of marketing 
services. Direct labor costs make up about one-half of marketing costs; 
indirect labor costs, such as wages of persons not directly engaged in 
handling the products, would further increase this proportion. Direct labor 
costs follow a trend similar to that of marketing charges (Table 38). 
When expressed on a percentage basis of the prewar period, 1935 to 1939, 
by 1947 marketing charges had increased by 48 per cent and hourly 
earnings of food-marketing employees by 99 per cent. Because of increased 
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productivity of labor the labor cost for each unit of product marketed 

'"mettelJ/of cffnge?marke«ing services is not measurable in exact 

sat s=2 ss ssr 

^Thc Thate'uluch’goes to marketing costs is not a measure of efficiency 
or of profits in marketing. While inefficiency exists at many P° 
fieures in Table 38 indicate an improvement in tins respect. Marketing 
margins, obviously, are not all profit, but involve many items of expense 
as will be illustrated later. 

Table J9. The Ma.ket Basse, .V Foe M 


Food groups 


1935-1939 av. 

1. Poultry and egg* 

2. Meat products. 

3. Dairy products 

4. Fruits and vegetables. 

5. Bakery and cereal products 

6. Miscellaneous .. 

Total. 

1948 

1. Poultry and eggs. 

2. Meat products. 

3. Dairy products. 

4. Fruits and vegetables . 

5. Bakery and cereal products 

6. Miscellaneous . 

Total. 


Retail 

Farmer’s I 

Farmer’s 

price 

share 

share, % 

*26 47 

*17.56 

66 

88 09 

46.35 

53 

67.27 

33.47 

50 

77.58 

23.91 

31 

55 09 

11.39 

21 

25.97 

4.77 

18 

.1 *340 47 

*137.45 

40 

*55 52 

*38 00 

68 

205.41 

141 69 

69 

133 14 

80 13 

60 

147 28 

56.16 

38 

96 18 

28.72 

30 

49.18 

14.03 

29 

,. *686.71 

1 *358.73 

52 


• 1935-1939 average from Table i, U.5. uepanmem o. s 

cation 576, Price Spreads between Farmers and Consumers (orFood Product*. £13-1944, 
1948 data from Th, Markai«l and Tramportalton Situation, MTS 69, February, 1949. 


Costs by Food Groups and Individual Foods. Marketing costs vary not 
only from year to year, but also in the same year as between different 
food groups and individual foods. The farmer's share of the consumers 
dollar is much higher for livestock products-poultry and eggs, meats, 
and dairy products-than for fruits and vegetables and cereal products 
(Tabic 39). In 1948 the retail price of the market basket was more than 
twice as much as for thc average of the five prewar years, but the relative 
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positions of the marketing costs for different groups remained about the 
same. The year 1948 was one of high prices, and one in which the farmer’s 
share was only slightly below the peak of 54 per cent attained in 1945 and 
1946. As retail prices decline from a high level, most of the decline is 
reflected in farm prices because of the greater rigidity of marketing costs. 

Variations in the farmer’s share and likewise in the marketing costs 
are more pronounced for individual foods than for the food groups (Table 
40). Thus for the 30 food items listed, the farmer’s share for 1948 varied 
from a high point of 76 per cent for butter to a low point of 16 per cent 
for canned corn and canned peaches. For each product the value of the 
farmer’s share represents such a quantity as will produce the retail unit 
shown after by-products and waste are provided for. With pork, for 
example, 1.39 pounds live weight is required to provide 1 pound of retail 
pork cuts. Similarly 1.41 pounds of wheat makes 1 pound of flour, and 
1.95 pounds of milk makes a 14 %-ounce can of evaporated milk. 

In Table 40 the 30 market-basket items arc arranged in the order of the 
farmer’s share for 1948. Note that with the one exception, potatoes, all 
the livestock product items (groups 1, 2, and 3) show a higher percentage 
going to the farmer than the other groups. Potato prices doubtless would 
have been lower and would have returned a smaller proportion to the 
farmer if they had not been favored by a high government price support. 

When the farmer’s share for 1948 is compared with that for the prewar 
period 1935 to 1939, the order of percentages is somewhat different. Recall 
that from prewar years to 1948 the retail cost of the market basket more 
than doubled and that the farmer’s share advanced from 40 to 52 per cent. 
This change, however, was not shared equally by all products. Of the 30 
items shown in Table 40, 6 had an increase of 14 to 17 percentage points; 
10 gained 8 to 12 points; 11 gained 2 to 6 points; and 3 items lost 2 to 3 
points. While the change in the general price level might be expected 
to affect prices of all products to the same extent, the demand and supply 
conditions for different products, of course, are not uniform. Despite 
these individual variations, in general the same kinds of products return 
to the farmer a higher or a lower share. 

Why the Farmer’s Share Varies for Individual Products. Several in¬ 
fluences affect the proportion of the consumer's dollar which the producer 
receives for individual products. These may be listed as follows: relation 
of bulk to value, amount and cost of processing, length of marketing 
chain, and changes in marketing efficiency. 

Relation of Bulk to Value. The higher the value in relation to bulk, the 
greater is the farmer’s share for individual products. For example, in 1948 
the farmer received 74 per cent of the consumer’s dollar for eggs and 27 
per cent for cabbage. The value at farm prices for a pound of eggs (% 
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Table 40. Individual Food Products, Retail P.ices and Farmer's Share, 19Jd-1939 

Average and 1948' 


Food product and retail unit 


Food 
group t 


Butter, lb. 

Eggs, doz. 

Beef (good grade), lb. 

Pork (including lard), lb. 

Fluid milk, qt. 

Lamb, lb. 

Cheese, American, lb. 

Chicken, lb. 

Potatoes, lb. 

Milk, evaporated, 14 can 
Navy beans, lb.J * 


3 

1 

2 

2 

3 

2 

3 
l 

4 
3 


White flour, lb. 

Snap beans, lb. 

Rice, lb.. 

Corn meal, lb. 

Onions, lb. 

Apples, lb. 

Beet sugar, lb. 

Vegetable shortening, lb. 

Prunes, lb. 

Oranges, doz. 

Rolled oats, lb. 

Margarine, lb. 

Cabbage, lb.. 

Canned peas, No. 2 can. 

Canned tomatoes, No. 2 can... 

Corn flakes, 8-oz pkg. 

White bread, lb.. 

Canned corn, No. 2 can. 

Canned peaches, No. 2 H can.. 

• Data for 1948 from The Marketing and Transportation Situation 
Data for 1935-1939 average from Table 3, U.S. Department o 

Publication 576. . to 

t The numbers indicate the food groups in Table 3* 


5 

4 

5 

5 
4 
4 

6 
6 
4 

4 

5 

6 
4 
4 

4 

5 
5 
4 
4 


1948 

1935-1939 

Retail 

Farmer's 

Farmer's 

Farmer’s 

price, cents s 

hare, cents 

share, % 

share, % 

84.5 

64.1 

76 

68 

66.6 

49.4 

74 

77 

73.7 

53.4 

72 

56 

47.5 

32.5 

68 

52 

20.5 

15.67 

67 

55 

64.5 

42.2 

66 

49 

62 8 

38.8 

62 

53 

56.7 

33.4 

59 

56 

5.5 

3.02 

55 

50 

15.3 

8 0 

52 

38 

20.4 

9.72 

48 

46 

8.5 

4.08 

48 

43 

21 4 

9.7 

45 

40 

19 4 

8.8 

45 

33 

8.5 

3.75 

44 

47 

11.3 

4.9 

43 

29 

11.1 

4.76 

43 

41 

9.9 

4.11 

42 

30 

41.3 

16.79 

41 

27 

21.6 

8.19 

38 

30 

43.4 

15.2 

35 

37 

13.8 

4.8 

35 

24 

41.4 

13.94 

34 

24 

6.0 

1.63 

27 

24 

15.1 

3 84 

25 

15 

16.7 

3 44 

21 

16 

12.3 

2.53 

21 

11 

14.5 

2.64 

18 

12 

20.1 

3.28 

16 

12 

31.5 

4.93 

16 

14 


, MTS 69, February, 1949. 
Agriculture Miscellaneous 


dozen) was seven times as much as for a pound of cabbage. Neither of these 
products requires processing. Similarly, for butter the farmer received 
76 per cent and for potatoes 55 per cent; the retail pound unit of butter 
had a farm value more than fifteen times that of potatoes, even though 
processing was necessary for the butter. While an individual farmer might 




























186 AN INTRODUCTION TO AGRICULTURAL ECONOMICS 

shift his production from a product returning a lower percentage to one 
with a higher percentage of the consumers dollar, he could not be sure 
that such a shift would be more profitable. Relative profitableness depends 
upon relative costs and returns for the entire enterprise and usually for the 
entire farm business rather than upon the marketing charges per unit of 
retail product. 

Amount and Cost of Processing. Much variation occurs in the amount 
of processing necessary to convert farm products into the form desired by 
the consumer, and the costs incurred are reflected in the share that the 
farmer receives. White bread requires much more processing than white 
flour, the main ingredient of the bread; in 1948 the farmer received 18 
per cent for bread and 48 per cent for white flour. Likewise, corn flakes 
returned but 21 per cent compared to 44 per cent for corn meal with less 
processing. 

Length of Marketing Chain. The simplest marketing channel is one in 
which the producer sells a product without change of form directly to 
the consumer. This is possible for only a few products such as eggs or 
apples; for many products the extent of direct marketing is definitely 
limited. Most products move through marketing chains whose lengths may 
vary greatly. Usually the more links in the chain, the greater is the market¬ 
ing cost, since each process and each handler’s services must be covered by 
the amount paid at retail. Chain food stores have developed as one means 
of reducing the number of agencies involved in marketing and the number 
of times the product changes hands. The marketing chain may be length¬ 
ened also by the addition of new processes or steps in the marketing pro¬ 
cedure to satisfy the consumer’s demand for certain qualities of product, 
types of packaging, or availability in off-season periods. 

Changes in Marketing Efficiency. The marketing system has developed 
over a long period of time, and improvements have been adopted slowly. 
During the war period many changes were adopted because of the emer¬ 
gency, such as delivering milk three times a week instead of daily. Im¬ 
provements tend to reduce marketing charges, the saving finally resulting 
in lower prices to the consumer or higher prices to the producer, or both. 
Increased efficiency in marketing one product which is not shared by 
other products may change its relative position in the proportion going 
to producers. 

For any particular product two or more of these influences may act 
jointly. Individual products are subject also to those more general changes 
over a period of time as listed earlier, namely, changes in direct labor costs 
and the general trend toward increased marketing services. It is obvious 
that the individual farmer has a very limited opportunity to influence the 
share of the consumer’s dollar that he receives. Large numbers of farmers 
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'b^Td m marketing charge.. Snch acnvi.ie. .perare .. inc,e«e 
the farmer's proportion of the consumer s dollar. 

Table 41. D— or Cossets Dolla. aso Ma.kee.so Ma.c,»s to. .. 

Flour and Bakery Products, I9.'9_ 



Family flour 

Bakery products 

Producers and marketing agencies 

Consumer’s 
dollar, cents 

Marketing | 
margin, % ! 

Consumer’s ! 
dollar, cents 

Marketing 
margin, % 

Farmers (grain only). 

38 3 

2 9 

2.5 

13.0 

23 8 

4 7 

6.7 

0.5 

0.5 

Country elevators. 

4 0 

0.3 

0.3 

Terminal elevators. 

21.1 

38.6 

2 0 

2.1 

Transportation. 

Millers. 

3.0 

72.3 

3.5 

77.5 


••••••• 

5.2 

2.5 

2.7 


} ■ L 

16.3 

26 4 

12_S_ 

13.4 

Total. 

M 00 

100 0 

$\ 00 

100.0 


• I w.U R Stokes Marketing Margins and Costs for Grains, Grain Products, and Dry 
Edible Beans, U.S. Department of Agriculture Technical Bulletin 934, 1947, pp. 2. and 3 . 

Who Gets the Marketing Margin? With the background of the services 
performed in marketing, the marketing agencies and channels, and the 
farmer's share of the consumer's dollar, the question may well be asked, 
“How is the marketing margin divided among the agencies involved? A 
general picture will be given for products representing four of the six 
food groups. The figures arc for 1939, the last year of the 5-year prewar 
period, and before price controls and other wartime influences became 
effective. They would be expected to vary for particular situations, with 
the volume of product marketed, kind of transportation and length of 
haul, and the particular agencies involved, as well as with changes in the 
price level. For each product two columns are shown: the first is the 
breakdown of the familiar consumer's dollar; the second, the percentage 
distribution of the marketing margin. 

Family Flour mid Bakery Products. The marketing of family flour 
represents a fairly long marketing chain, but not so long as that for bakery 
products (Table 41 and Fig. 16). Of the consumer's dollar spent for 
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flour the farmer received 38.3 cents and the marketing cost was 61.7 cents. 
Of the marketing cost the flour miller received the largest share, 23.8 
cents, which consisted mainly of costs of processing and wholesaling. The 
transportation cost of 13 cents included hauling costs for both wheat and 
flour. When the marketing margin is divided on the basis of cost items, 
salaries and wages (except for transportation) amounted to 19 cents; trans¬ 
portation, 13 cents; advertising, 3.5 cents; other expenses, 19.5 cents- 
occupancy, utilities, bad debts, administration expenses, and interest-and 
operating profits totaled 6.7 cents. 

In marketing bakery products the farmer’s share was small, 6.7 cents 
for the grain, and marketing costs accounted for 93.3 cents of the con¬ 
sumer’s dollar. Of this bakers received the major part, 72.3 cents, a part 
of which was for other ingredients added, such as butter, sugar, eggs, milk, 
fruit, yeast, etc. These ingredients of farm origin cost the baker more 
than the flour. The bakers not only processed the products, but whole¬ 
saled and retailed a considerable part of them. After expenses of all agen¬ 
cies were paid, 7.7 cents remained for profit. 


Table 42. Distribution or Consumer's Dollar and Marketing Margin for Livestock 

and Meat, 1939* 


Producers and marketing agencies 

Consumer’s 
dollar, cents 

Marketing 
margin, % 

Farmers. 

51.0 

4.2 

19.7 

1.3 

23.8 

8.6 

40.2 

2.6 

48.6 

Livestock marketing agencies (nonpackcrs)_ 

Meat packers. 

Wholesalers (nonpackers). 

Retailers. 

Total. 

$1.00 

100.0 


• Knute Bjorka, Marketing Margins and Costs for Livestock and Meat, U.S. Department 
of Agriculture Technical Bulletin 932, 1947, p. 13. 

Livestock and Meat. Livestock and meat as pointed out earlier pass 
through few hands because of the concentration of processing and dis¬ 
tributing. The figures shown are a composite for cattle, hogs, and sheep 
(Table 42 and Figs. 17 and 18). They would differ somewhat for these 
different species. Of the consumer’s meat dollar in 1939, the farmer re¬ 
ceived 51 cents and the marketing margin was 49 cents. Retailers received 
the largest part, 23.8 cents; meat packers received 19.7 cents which covered 
slaughtering and processing (14.9 cents), a large amount of wholesaling 
(4.5 cents), a small amount of retailing (0.2 cents), and the operation of 
a few livestock markets (0.1 cents). By cost items salaries and wages of 
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the various agencies amounted to 26 cents, transportation of livestock and 
meal to 5 5 cents, and other costs and profits to 17.5 cents. 

Chickens Chickens pass through more agenc.es '^n livestock an 
meat, and the marketing services are less concentrated (Table 

Table 43. D, T ...vt.os or CkelW, Dolla. abb Ma.kee.sc M.ec.b toe Ch.ceesb, 


Producers and marketing agencies 


Farmer. 

I/>cal buyer. 

Shipper of live chickens 
Wholesaler of live chickens . 
Processor (including cold storage! 
Wholesaler of dressed chickens 

Retailer 

Total. 


1 Consumer's 1 
dollar, cents j 

Marketing 
margin, % 

53.4 


2 1 

4.7 

6.3 

14.1 

2.2 

5.0 

11.5 

25.8 

3 4 

7.6 

19 1 

42.8 

%\ oo 

100 0 


• f Marking Marg.na and Coa.a for l*oul.rv and K«., U.S. Dcp.r.m.„t of 

Agriculture Technical Bulletin %9, 1948, p- 10- 

Table 44. D.sxM.enos or Coklu-ee'. Dolla. ..oMuan* Ma.c.h, tub Flu.b 


Producer and 
marketing agencies 

Fluid milk 

American cheese 

Consumer's 
dollar, cents 

Marketing 
margin, % 

Consumer’s | 
dollar, cents i 

Marketing 
margin, % 

Farmer. 

Manufacturer . 
AwnilmT 

55.3 

. 

48.6 

9.1 

2.5 

3.3 

11.6 

24 9 

17.7 

4.9 

6.3 

22.6 

48 5 

Transportation . 

Wholesaler. 

Distributor . 

Retailer. 

38 6 

6 1_ 

86 4 
13-6 

Total. 

$\ 00 

100 0 

1 81 00 

100.0 


■ Charles ». nowc, —- ' •* 

U.S. Department ol Agriculture Technical Bulletin 936, 1946. 

Fie 19) Likewise the marketing channels are more diverse. Of the market¬ 
ing maroin of +4.6 cents, the retailer received 19.1 cents and the processor 
(including cold storage) 11.5 cents. On a basis of costs, salar.es and wages 
accounted for more than 45 per cent of marketing cost. 

fluid Milk and American Cheese. Whole milk sold from the farm goes 
to many uses. That used as whole milk is usually consumed near the area 
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of production, while that used as American cheese is often marketed at 
long distances. For fluid milk the services are concentrated in few agencies, 
but cheese passes through more hands (Table 44). Milk handling was con¬ 
centrated largely in city plants which combined processing and a large 
part of distribution and thus accounted for 38.6 cents of the 44.7 cents 
of marketing margin. Of the 48.6 cents marketing margin for cheese the 
retailer receives a little more than half. By cost items wages and salaries 
accounted for 59.4 per cent of the marketing margin for fluid milk and 
44.3 per cent of that for American cheese. 

I*rom the analysis of these marketing margins some observations may 
be listed. For some products many of the marketing services have been 
concentrated under certain agencies. In the absence of such concentration 
the retailer receives the largest single slice of the marketing margin. In all 
cases the cost of services of people—salaries and wages—makes up an 
important part of marketing cost. 

Marketing Costs and Margins for Nonfood Products 

About one-third of the products sold from farms in the United States 
is utilized for nonfood uses. Among these are important crops such as 
tobacco, cotton, and flax, whose major uses arc for nonfood purposes; the 
major feed crops which contribute indirectly to food uses; and by¬ 
products of the foods groups. Four products will illustrate the nonfood 
groups: tobacco and cotton as crops, wool as a joint product of sheep 
raising, and hides and skins as by-products of the livestock industry. For 
each the major lines of utilization are shown as well as the distribution of 
the consumer’s dollar and the marketing margin. 

Tobacco. Producers of tobacco in the United States received 11.6 
cents of the consumer’s dollar in 1939, and cost of imports raised the total 
cost to marketing agencies to 15.2 cents, leaving a marketing margin of 
84.8 cents (Table 45). Tobacco is considered a luxury product and as such 
is subject to heavy excise taxes by both the Federal and state governments. 
These taxes amounted to 36 cents, or 42.5 per cent of the marketing mar¬ 
gin; this was more than three times as much as American farmers received 
for their tobacco. Manufacturers received 25.2 cents; it is from this share 
that the extensive advertising (4.2 cents) is paid. Only products with 
high marketing margins can support heavy expenses for advertising. Re¬ 
tailers also received substantially more than producers. Of the entire 
domestic production and imports, 70 per cent was used in the United 
States and 30 per cent was exported. When the marketing margin was 
analyzed on the basis of items of cost without regard to the agencies in¬ 
volved, excise taxes took 36 cents; salaries and wages, 17.8 cents; adver¬ 
tising, 4.2 cents; other costs, 16.5 cents; leaving 10.3 cents for profit. 
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Cotton. Cotton requires many services provided1 by many d®*™* 
types of middlemen in converting seed cotton to finished ai of clothmg 
m household equipment. The cotton grower rece.ved 7.5 cents of the 
consumer’s dollar paid for apparel and household goods, and the market 
ng margin took 92.5 cents, of which manufacturers at vanous stages re 
ceived more than half (48.1 cents). Retailers rece.ved nearly a third of 
the dollar (Table 46 and Fig. 21). 

Table 45. Tobacco-. Source, I'm, eat, os, and M »r Consumer’s Dollar 

and Marketing Margin, 1939 


Source 


Per Cent 


Production in United States. 

Imports. —— 

Total. D l00 _° 

Utilization Per Cent 

Domestic use: 

Cigarettes. 

Smoking, chewing, etc. 

Cigars. I'll 

Total domestic use. 

Exports. -*L2 

Total. . 100 0 


Distribution 


JOJ) 
100 0 
Consumer's 
Dollar , 
Cents 


Marketing 
Margin, 
Per Cent 


Growers in United States. 1 \ * 


Imported tobacco . . . 

Dealers in leaf tobacco. J ‘ ! 

Manufacturers . ^ 

Federal-and state-excise taxes. * >u > 

Wholesalers. 4 0 4 ; 

Retailers. _Ji± 2LZ 

Total. MOO 100 0 

•L. D. Howell and Wade P. Young, Marketing and Manufacturing Margins for Tobacco, 
pp. 4 and 8. U.S. Department of Agriculture Technical Bulletin 913, 1946. 


When analyzed by costs, salaries and wages of various agencies ac¬ 
counted for 47.8 cents of the consumer’s dollar; advertising, 4.2 cents; 
other expenses, 32 cents; leaving 8.5 cents for marketing profit. Clothing 
and industrial uses each absorbed about one-third of the cotton; house- 

hold goods, a fifth. ... 

Wool. The United States produces two-thirds of its wool require¬ 
ments and imports one-third, which consists of carpet wool and some 
apparel wool (Table 47). In 1939 one-half of the wool was used for 
clothing, one-fourth for carpets and rugs, and the remainder for various 
purposes. As the consumer’s dollar was divided the producer received 11.4 
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Table 46. Cotton-: Utilization and Distribution or Consumer's Dollar and Marketing 

Margin, 1939* 

(Basis of 500-lb. Bale) 


Utilization 

Amount, lb. 

Per cent 

Tare. 

22 

23 

173 

114 

168 

4.4 

4.6 

34.6 

22.8 

33 6 

Waste (nonspinnablc). 

Clothing. 

Household goods.. 

Industrial uses. 

Total. 

500 

100.0 


Distribution 

Consumer’s 
dollar, cents 

Marketing 
margin, % 

Cotton growers. 

7.5 

0.7 

2.1 

17.2 

4.2 
30.9 

4.9 

32.5 

0.8 

2.3 

18.6 

4.5 

33.4 

5.3 

35.1 

Ginners. 

Cotton merchandisers 

Cotton manufacturers.. 

Dyers and finishers. 

Manufacturers of apparel and household goods_ 

Wholesalers. 

Retailers. 

Total. 

81 00 

100.0 



*L. D. Howell, Marketing and Manufacturing Margins for Textiles, pp. 3 and 7. U.S. 
Department of Agriculture Technical Bulletin 891, 1945. 


PRICES Cr MARGINS FOR COTTON 
PRODUCTS 


Rplail Valua ol Annual Par Family 
Purchases ol 42 Collon Art,da, 
Farm Volua ol Cotton Uitd 

Manufacturing and Morkaling 
Margins 


% 


80 


MARKETING AND$? 
MANUFACTURING.$H 

marginsSE 



1930 


1940 


1950 


1930 


FAR M VALU 

1940 1950 


• *• »«*»«. «o awi.aci ., I(U|M 


«.* CCB..T.C.T or MIKUITVM 


"18 88888*11 8U80V or ACfttCvLT vftAi IC08OMIC1 


Fig. 21. For nonfood products the farmers’ share of the consumer’s dollar 
is less than for most food products. Processing and distribution of cotton 
products account for most of the retail cost. 
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cents, and the marketing margin was 88.6 cents. Processing and manufac¬ 
turing took 50.1 cents and retail.ng, 33.8 cents. When the marketmg mar¬ 
gin was divided by cost items, salaries and wages took 46 cents; adverting, 
3.8 cents; other expenses, 29.9 cents; leaving profits of 8.9 cents. 


Table 47. Wool: Source, Utilization, and Distribution or Consumer’s Dollar and 

Marketing Margin, 1939* 


We Per Ctnl 

Production in United States. 

Imports: ^ 

Apparel wool. 


Carpet wool . 

imports 


. 54 0 

lot.il iinpum.* 

Tofil 


. 1000 


Utilization 

Per Cent 

. 25 0 

Carpets ana rugs . 

L'.l. I. .... 


1 0 

™ , . . 110 

Mill . 

I1I..L.I. 


. 48 

1 Jl.tlirxs. . Mil.-. 

_ i ... 7 • 1 

launw. 

. 28 5 

Men s suiting, panting, jmu b . 

in. .. . — . ~ ,! n n iiuiinii in.l (tress fabrics ...... 

. 16.0 

Women s coating, suiting, anu 

/-x.i___i .. 

. 5.5 

u/tner vi i«vhw... 


1.1 

.. 


100.0 

Consumer s 


Distribution (I Coo I for Apparel and Household Use) 

Wool producer. 

Wool merchandisers 

Manufacturers, dyers, ar.J limshcrs of woolen and worsted fabrics 

and yarns. 

Manufacturers of apparel and household goods. 

Wholesalers. 

Retailers. 

Total. 


Dollar , 
Cents 
11.4 
2.7 

14.1 
36 0 
2.0 
33 .8 
* 1.00 


Marketing 
Margin, 
Per Cent 


15.9 

40.6 

2.3 

38.1 

100.0 


•L. D. Howell, Marketing and Manufacturing Margins for Textiles, pp. 11 and 15. U.S. 
Department of Agriculture Technical Bulletin 891, 1945. 


Hides and Skins and Products. About seven-eighths of the national 
supply of hides and skins is produced domestically and an equal proportion 
used for shoes (Table 48). The cost of hides and skins was 13.7 cents of 
the retail dollar, and this amount included some expense for assembling 
before tanning. Of the remaining 86.3 cents for marketing, shoe manu¬ 
facturers and retailers received 71.4 cents, divided almost equally between 
them. On the basis of cost items, salaries and wages took 47.2 cents; ad¬ 
vertising, 3.3 cents; other costs, 28.4 cents; and profits, 7.4 cents. 
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Table 48. Cattle Hides and Products: Source, Utilization, and Distribution of 
Consumer's Dollar and Marketing Margin, 1939* 


Source of Hides and Skins 

Production in United States_ 

Imports. 

Per Cent 

. 88.0 

1? 0 


Total.. 

. 100.0 


Uli/iza/ion oj Products 

Per Cent 


Shoes.. 

. 87.7 


Harness and baggage. 

. 3.1 


Belting. 

. 3.0 


Upholstery. 

. 2.2 


Other. 

2 0 


Total domestic use. 

. 98.0 


Exports. 

. 2.0 


Total. 

. 100.0 



Consumer's 

Marketing 


Dollar , 

Margin , 

Distribution 

Cents 

Per Cent 

Costs of hides and skins.. 

13.7 


Tanners. 

10.2 

11.8 

Shoe manufacturers. 

36.2 

41.9 

Wholesalers. 

4.7 

5.5 

Retailers. 

35.2 

40.8 

Total. 

... 51.00 

100.0 


• L. D. Howell, Marketing and Manufacturing Margins for Hides and Skins, Leather and 
Leather Products, pp. 3 and 6. U.S. Department of Agriculture Technical Bulletin 961, 1948. 

The four nonfood products discussed above provide for the nation’s 
tobacco requirements and a major share of its clothing needs. These prod¬ 
ucts have a number of characteristics in common. For each the producer 
received a small share of the retail price, i.e., the services added in market¬ 
ing resulted in products which retailed for seven to fourteen times the 
value of the raw material. Each type of goods went through the hands of 
many kinds of middlemen and underwent much processing with a high 
manufacturing cost. Retailing costs were likewise high. Profits ranged 
from 7.4 to 10.3 per cent of retail cost, but no information is available as 
to how these profits were divided among the marketing agencies involved. 

The Needs of the Marketing System 

The marketing system for farm products has grown up without central 
direction except as limited by Federal regulations. Under our system of 
free enterprise most marketing agencies have been primarily interested in 
advancing their own economic welfare. The competition which results 
makes for efficiency of operation and contributes to the public interest. 
The agricultural and industrial development of the country has created 
many new problems in marketing, while the vicissitudes of two major 
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wars and a long-drawn-out depression within the last 35 years have called 

f °I17vemin"and are being made at many points to reduce cos* 
and to increase efficiency within the framework of the present system. 
Many studies relating to various phases of marketing are under way and 
thesJmay be expected to point the way to still further improvements. 

Summary 

Marketing costs concern farmers as limiting their incomes consumers 
as affecting the cost of living, and marketing agencies as defining their 
margins and profits. The farmer’s share of the consumer s dollar s P en for 
food varies greatly as between years, being highest in periods of high farm 
prices and lowest in depression years. At any time his share vanes also as 
between products, being highest for products with a high ratio of value 
to bulk and with minimum marketing requirements, and lowest for those 
requiring much processing and with a long marketmg chain 
The marketing margin covers all the expenses and profits of the market¬ 
ing agencies and, of course, is that part of the consumer’s dollar above the 
farmer’s share. Of the agencies, in general, processors and retailers re¬ 
ceive the larger shares. From the viewpoint of cost items, salaries and 

wages are the most costly part. ... a „ii 

The nonfood products of tobacco, cotton, wool, and leather goods all 
involve much processing and pass through many different kinds of agen¬ 
cies; hence the marketing costs arc high. With these products, also, proces¬ 
sing and retailing arc expensive; salaries and wages arc the largest cost 
item, except for tobacco, for which the largest item is taxes. 


QUESTIONS 

1. Should the farmer’s interest in his products cease when they leave his 
control? Why or why not? 

2. What is the market basket of farm food products? Of what does it 
consist? 

3. For food products in general, how is the consumers dollar divided 
between the farmer and marketing services? 

4 . For what kinds of products does the farmer receive a large share? A 

small share? 

5. How account for differences in marketing margins between products? 
For the same product at different price levels? 

6. Docs the farmer’s share indicate whether marketing services are per¬ 
formed efficiently and at a reasonable cost? 

7. What items account for the larger share of marketing costs? To what 
extent can they be reduced? 

8. Who gets the benefits from improvements in marketing? 
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9. What food products are advertised extensively? 

10. Why is advertising not used more widely for the products the farmer 
sells? 

11. To what extent can a farmer control the quality of his products? 

12. Under what conditions should he attempt to market products of high 
quality? 

13. What new developments are taking place in the marketing of food 
products? Of nonfood products? 

14. Do such developments tend to increase or decrease marketing costs? In 
what way? 

15. Do they tend to increase or reduce the farmers’ share of the con¬ 
sumer’s dollar? 

EXERCISE 

The table below indicates for selected products the amount of the farm 
product necessary to produce the retail unit shown when adjustments have 
been made for by-products and losses in marketing. Secure local farm and 
retail prices for products marketed in your area, and calculate for each 
product what proportion the farmer is securing of the consumer’s dollar. 


Product 

Farm quantity 

Retail unit* 

Egg*. 

1.03 doz. 

1 doz. 

Chickens. 

1.136 lb. 

1 lb. 

Whole milk. 

1 qt. (lb.) 

1 qt. 

Evaporated milk. 

1.95 lb. of whole milk 

143£-oz. can 

American cheese. 

10.08 lb. of whole milk 

1 lb. 

Navy beans. 

1 lb. 

1 lb. 

Potatoes. 

0.0174 bu. 

1 lb. 

White flour. 

0.0235 bu. of wheat 

1 lb. 

Soda crackers. 

0.0235 bu. of wheat 

1 lb. 

White bread. 

0.0152 bu. of wheat 

1-lb. loaf 

Corn flakes. 

0.0187 bu. of corn 

8-oz. pkg. 

Rolled oats. 

0.0641 bu. of oats 

1 lb. 

Canned corn. 

3.03 lb. of sweet corn 

No. 2 can 


• Data from U.S. Department of Agriculture Miscellaneous Publication 576, 1945. 
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Chapter 10. COOPERATION IN AGRICULTURE 


The term “cooperation,” meaning working together, is very broad; as 
it refers to the cooperative movement its use is restricted. 

“Cooperation is organized working together for mutual benefits. Eco¬ 
nomic cooperation is a form of business with democratic ownership and 
control by member patrons having common needs, serving themselves on 
a non-profit basis, and receiving benefits proportional to participation.” 1 
Cooperation has developed along somewhat different lines in various coun¬ 
tries. In the United States agricultural cooperatives have been most im¬ 
portant; in Europe, consumers’ cooperatives have led. 

In the United States cooperation in agriculture has developed primarily 
because most farmers as individuals operate on too small a scale to market 
their products or obtain supplies or services advantageously. Dissatisfaction 
with existing agencies because of low returns received, wide marketing 
margins, inadequate services, and unfair treatment has been a further 
stimulant. 2 

The Cooperative as a Business Unit 

As a business unit a cooperative differs from other forms of business. 
Four kinds of business units are commonly recognized: individual pro¬ 
prietorship, partnership, corporation, and cooperative. The individual 
proprietorship or one-man business is illustrated by a farm or an individu¬ 
ally owned grocery. The individual is the sole owner; he controls the 
policies and finances; he receives all the net profits and is personally liable 
for the losses. The business is limited to the life of the proprietor. The 
partnership has two or more joint owners and proprietors. They deter¬ 
mine, usually by written agreement, what each is to contribute and in 
what way profits and losses are to be shared. Each partner is personally 
liable not only for his own acts, but also for the business actions of the 
other partners. The business ceases with the death or withdrawal of a 
partner. 

' Ward W. Fetrow and R. H. Elsworth, Agricultural Cooperation in the 
United States, p. 4. Farm Credit Administration Bulletin 54, 1947. 

1 Henry H. Bakken and Marvin A. Schaars, The Economics of Cooperative 
Marketing, p. 2. 
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The corporation is a “legal person" separate from the persons who own 
an d control it. Capital is the dominating feature. The common stock¬ 
holders own and control the organization; they may be few or many m 
number, but each share of stock entitles its owner to one vote. There .s 
no limit upon earnings which arc divided among those who furnish the 
capital The liability of each owner is limited to his investment. The cor¬ 
porate’unit provides for centralized responsibility for management and 
continuity of life of the organization; it may secure funds from many 
sources. It is subject to certain legal restrictions and to Federal and state 


' A cooperative is distinguished from other business units by three funda¬ 
mental characteristics which are inherent in its make-up. These are: 

1. Democratic control by members. 

2. Limited payment for capital. 

3. Benefits and savings shared by members in proportion to their 

patronage. 3 . 

In order to secure limited financial responsibility most cooperatives arc 
incorporated under state laws. 

In a cooperative the interests of its member participants arc the domi¬ 
nating feature. These interests arc implicit in the characteristics given. 
Democratic control protects the members against a concentration of con¬ 
trol by one or a few. It is achieved by limiting the voting privilege. 1 he 
most common method of limitation is the onc-mcmbcr-onc-votc rule as 
is now provided for by law in most states. Other methods provide for 
voting by shares, but limit the number of shares an individual may hold, 
or proportion voting to patronage. 

Limited returns on capital allow for a nominal return for the use of 
capital needed in the cooperative, but do not confer the principal benefits 
of the organization upon those who provide capital as docs the corporation. 
The sharing of benefits and savings by members in proportion to their 
patronage provides that those who make most use of the cooperative re¬ 
ceive the greatest returns. Cooperatives operate on a cost basis; the benefits 
from financial operations result in savings (or losses) rather than profits. 
These savings are distributed as patronage refunds. Cooperatives of a 
service type may provide services rather than savings. 


Characteristics of Cooperatives 

The characteristics listed above-democratic control by members, 
limited payment for capital, and benefits and savings shared by members 
in proportion to their patronage-are basic. There is, however, no magic 
in cooperation; a cooperative is also subject to business hazards. Through 
* Fctrow and Elsworth, op. cit. y p. 10. 
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long years of experience and many failures desirable operating policies 
have been developed regarding “the method of voting used by an associa¬ 
tion, qualifications necessary for membership, policies regarding patronage 
refunds, ownership of stock, allocation of reserves, price policies for com¬ 
modities sold or purchased, use of a revolving fund, and keeping mem¬ 
bers adequately informed.”* Of course, a cooperative like any business 
needs strict control if credit is granted, reserves adequate for its business, 
complete financial records regularly audited, and competent and trust¬ 
worthy management. 

Federal and state laws also help to shape cooperatives by defining their 
rights and limitations. In general, cooperatives developed before legislation 
was enacted; hence legislation tended to confirm principles and practices 
already established. Fortunately the legislation adopted in many states is 
quite uniform. 

From these principles, practices, and laws the tests for a cooperative 
have been defined as follows: 5 

1. An association should be actually owned and actually controlled by its 
member-patrons on a democratic basis. 

2. 1 he members of an association should be members not as investors but 
as patrons. 

3. The dividends or interest on the capital of the association should be 
restricted to not to exceed 8 percent per annum. 

4. All patrons, under like conditions, should receive the same treatment and 
be paid on a comparable basis. 

5. Savings or overcharges or underpayments should be returned to the 
patrons on a patronage basis. 

6. The capital or reserves which are accumulated by an association should 
be allocated to the patrons on a patronage basis, and the organization papers 
of the organization should definitely show that the patrons have a contingent 
interest in such accumulations. 

7. Not over one-half of the business of an association should be done with 
nonmembers. 

In practice many cooperatives do not fully meet these tests. 

The Development of Cooperation 

Early Development. The first successful cooperative was organized at 
Rochdale, England, by a group of 28 laborers. These people, mostly 
weavers, systematically saved from their meager wages until at the end of 
a year they had accumulated £28 ($136), with which they opened a 
small store in 1844. At first they handled flour, butter, sugar, and oatmeal. 

'Ibid., p. 13. 

8 Ibid., pp. 4-5. 
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The next year, cheese, tobacco, and meat were added. The store was open 
at first two nights a week, the members acting as clerks, without pay. By 
1852 the store had greatly expanded and handled nearly all kinds of gro¬ 
ceries as well as shoes and clothing.* From this humble beginning the 
organization grew to 1,400 members in 1855; 5,326 in 1865; and 8,892 in 
1876. Meanwhile similar organizations arose in other cities, leading to the 
Cooperative Wholesale Society of England which by 1935 had more than 
6 million members and a capital of 104 million pounds.' 

The success of the Rochdale cooperative resulted largely from the basic 
principles put into practice, although not formally recorded; these were: 8 

1. One man, one vote. 

2. Dividends on capital stock limited to current interest rates. 

3. Earnings divided in proportion to patronage. 

4. Goods sold at regular retail prices. 

5. Business conducted on a cash basis. 

6. Number of shares which one member might own limited. 

Some writers add others, important among which was an educational fund 
to teach principles of cooperation. 

These basic principles established in practice more than a century ago 
by a small consumers’ cooperative have influenced greatly the development 
of all types of cooperatives. The first three arc still essentially the guiding 
principles of cooperatives. 

In addition to those in Great Britain consumer cooperatives have de¬ 
veloped extensively in a number of other European countrics-Czecho- 
slovakia, Denmark, Finland, France, Norway, Switzerland, and Sweden. 
Frequently they engage in processing as well as wholesaling and retailing. 
In Europe farmers’ cooperatives have developed to a lesser extent, 
Denmark being the best example. 

Development in the United States. In the United States cooperation has 
been largely a farmers’ or producers’ movement. Consumer cooperatives 
have developed very slowly as a result of the growth of chain stores, mail¬ 
order houses, and higher purchasing power of consumers which rendered 
small savings less important. Cooperative development here falls into six 
fairlv well-defined periods.® 

1. Before 1870, period of experimentation. Organizations were formed 
to produce cheese and butter, to market farm products, and to buy farm 
supplies. They were local in character and generally short-lived. 

# H. Clyde Fillcy, Cooperation in Agriculture, pp. 18-22. 

' Bakkcn and Schaars, op. cit., p. 36. 

* Fillcy, op. cit.. pp. 21 - 22 . 

• Bakken and Schaars, op. cit., pp. 66-70; Fetrow and Elsworth, op. cit., pp. 
1-3. 
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2 . Period of Granger activity, 1870 to 1880. Reference has been made 
in the chapters on historical development to the wide range of cooperative 
activities undertaken by the Grange and other farmers’ organizations. 
Marketing, purchasing, manufacturing, and banking were among the 
ventures. Failures were many and costly. 

3. Period of inactivity, 1880 to 1895. With the waning of activity and 
influence of the Grange, the spread of cooperative organization was limited 
to that of the Farmers’ Alliance in the South and some localized activity 
in isolated spots. 

4. Period of gradual expansion, 1895 to 1920. This period was marked 
by the organization of large numbers of local associations of both market¬ 
ing and purchasing types, representing every important type of com¬ 
modity. Impetus was given by public recognition, establishment of a co¬ 
operative marketing project in the newly created Federal Office of Mar¬ 
kets, and the setting up of the Agricultural Extension Service. 

5. Period of rapid expansion, 1920 to 1930. The postwar depression 
increased farmers’ troubles. Against this background the proposals to 
create large-scale associations to handle the entire output of specified 
crops involving monopoly control and monopoly prices took hold. The 
number of large-scale centrally controlled cooperatives increased from 16 
with 49,746 members at the close of 1920 to 74 with 879,190 members at 
the end of 1925. In 1929 the Federal Farm Board came into the picture 
and endeavored to organize producers of commodities into cooperatives 
on a national scale. The expansion included local, regional, federated, and 
centralized associations. New laws. Federal and state, favored their growth 
as did widespread public attention. 

6 . Period of adjustment and readjustment (1930 to date). The depres¬ 
sion of the thirties was a severe test and resulted in liquidation of some 
associations, modifications in organization, and consolidation of local units 
into larger groups. Livestock marketing groups were particularly affected 
by the growth of truck transportation and decentralization of buying 
points. These trials reduced the number of associations but made necessary 
a high class of leadership, improved operation methods, and higher busi¬ 
ness standards. Upon this more efficient basis further expansion into new 
fields has occurred. The years since 1940 have been very favorable. That 
they may have contributed to some laxity in policies and to unwarranted 
expectations on the part of members is indicated by the insistent emphasis 
of leaders on more education of members in the principles of cooperation. 

Types of Farmers’ Cooperatives 

Cooperatives may be classified in various ways. From the standpoint of 
area covered, reference has been made to local, regional, and national 
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organizatioas. The local group, as its name implies, covers a quite limited 
area with individual farmer members; the national group, likewise, applies 
to country-wide interests; while the regional group covers intermediate 
areas of larger or smaller extent. 

By type of membership, associations arc federated or centralized. The 
federated type is built from the ground up, i.e., farmers make up the 
membership of the locals, local associations make up a district association, 
and several of the latter in turn make up the central overhead organization. 
The central body or federation goes much farther in its activities than the 
locals. Under the centralized system farmers arc directly members of the 
central organization in which control is vested; there arc no local associa¬ 
tions. The individual farmers own the central association, sign contracts 
with it, deliver their products to its warehouses, and elect delegates by 
districts to represent them. It is constructed from the top down. 

From the standpoint of functions performed farmer cooperatives may 
be classified into marketing, or the performance of services between pro¬ 
ducer and consumer; purchasing, or acquiring supplies for farm opera¬ 
tions; production, or activities relating to carrying on farm operations; 
and farm business service, or providing services which contribute both 
to the farm business and the welfare of the farm family.*" Each of these 
types will be developed more fully, although the lines of distinction often 
arc not clean cut in practice. 

How Extensive Is Farmer Cooperation? 

There is no complete roster of farmers' cooperatives in the United 
States. Materials which have been compiled from many sources by the 
Farm Credit Administration give a general picture (Table 49). That 
source estimates the active cooperatives at more than 40,000 and partici¬ 
pants at 8 million or more." Obviously much duplication occurs, inasmuch 
as most cooperatives serve a limited purpose and a farmer may be a mem¬ 
ber of several groups. It is estimated that about one-half the farmers belong 
to some cooperative. Because of the diverse character of cooperatives 
neither number of associations nor size of membership affords a valid basis 
for comparison. The more numerous arc the associations in marketing, 
irrigation, purchasing, telephone, fire insurance, dairy-herd improvement, 
and farm-loan lines, each of which had more than a thousand organizations. 
Estimated membership exceeded a million each for fire insurance, market¬ 
ing, bank for cooperatives, purchasing, and power and light groups. 

Dollar values are available only for the marketing and purchasing groups 

,B Fctrow and Elsworth, op. cit. t p. 14. 

11 Grace Wanstall, Statistics of Fanners’ Marketing and Purchasing Coopera¬ 
tives, p. 5A. Farm Credit Administration Miscellaneous Report 119, June, 1948. 
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through voluntary annual reports which most associations make to the 
Farm Credit Administration. Data for the 1946-1947 marketing season 
showed a volume of business in marketing of 6 billion dollars and in 


Table 49. Farmers’ Cooperatives: Types, Number, and Membership, United States 0 


Type 

Number 
of asso¬ 
ciations 

Estimated members 
or participants 
(thousands) 6 

Marketing: 



Marketing (1946-1947)'. 

7,268 

3,378 

F.S.A.-financed marketing associations (Aug., 1945).. 

245 

44 

F.S.A.-financed purchasing and marketing associations 



(Aug., 1945)-. 

546 

70 

Purchasing: 



Purchasing (1946-1947)'. 

2,8S7 

2,058 

F.S.A.-financed purchasing associations (Aug., 1945). 


14 

Production: 



Mutual irrigation companies (1940). 

4,432 

148 

F.S.A.-financed service cooperatives (Aug., 1945). 

243 

117 

Dairy herd improvement associations (Jan., 1947). 

1,426 

29 

Dairy bull associations (Jan., 1947). 

140 

2 

Dairy cattle artificial breeding associations (Jan., 1947)... 

608 

141 

Grazing associations (1946). 

40 

2 

Indian enterprises (Oct., 1946). 

225 

12 

Service: 



National farm loan associations (July, 1947). 

1,279 

325 

Production credit associations (June, 1947). 

504 

404 

Banks for cooperatives (June, 1947). 

13 

2,239' 

Rural credit unions (1944). 

680 

100 

Farmers’ mutual fire insurance companies (1944). 

1,847 

3,500 

Mutual telephone companies (1937). 

2,067/ 

669 

Electric power and light associations (Dec., 1946). 

795 

1,595 

Farmers’ burial associations (1946).. 

44 

38 



° Grace Wanstall, Statistics of Farmers' Marketing and Purchasing Cooperatives, p. 5A. 
Farm Credit Administration Miscellaneous Report 119, June, 1948. 

6 Rounded to nearest thousand. 

* News for Farmer Cooperatives (Farm Credit Administration, Washington), Vol. 15, No. 8, 
November, 1948, p. 18. 

- Amount of marketing and purchasing equal. 

• Members and other patrons of associations borrowing from banks for cooperatives. 

/ Companies with switchboards. 

purchasing of 1.1 billion dollars (Table 50). Marketing organizations for 
grain and dairy products were most numerous and led in volume of busi¬ 
ness. In number of members livestock groups stood highest, followed by 
dairy product and grain groups. 
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The total number of marketing and purchasing associations increased 
steadily up to 1929-1930, when 12,000 were reported. 12 Since then the 
total number has declined steadily to 10,125 in 1946-1947. This change 
has taken place in two directions: marketing groups declined in number 
from 10,546 to 7,268, a reduction of 39 per cent, while purchasing groups 
practically doubled. That the reduction in number of marketing associa¬ 
tions reflects primarily a consolidation of groups is indicated by the fact 
that membership varied from slightly above to 12 per cent below the 2.6 
million figure of 1929-1930 until 1942-1943, after which still higher figures 
were recorded each year. Members in purchasing groups doubled from 
1929-1930 to 1940-1941, then increased by nearly three times during the 
war and early postwar period. Dollar values for both groups increased 
steadily from the low point of the early thirties, reflecting the changes in 
price levels as well as in volume. 

Table 50. Cooperative Marketing and Purchasing by Commodity Groups, 1946-1947 

Marketing Season* 


Type of association 

Number of 
associations 

Number of 
members 
(thousands) 

Volume of 
business 
(millions) 

Marketing: 

Cotton. 

525 

284 

8234 

Dairy products.. 

2,132 

746 

1,746 

Fruits and vegetables. 

937 

168 

826 

Grain, dry beans, rice. 

2,224 

602 

1,918 

Livestock.. 

572 

860 

790 

Nuts. 

41 

65 

59 

Poultry and eggs.. 

148 

127 

225 

Tobacco.. 

IS 

239 

70 

Wool and mohair.. 

127 

109 

34 

Miscellaneous. 

547 

177 

103 

Total marketing. 

7,268 

3,378 

86,005 

Purchasing. 

2,857 

2,058 

1,111 

Total purchasing and marketing. 

10,125 

5,436 

87,116 


* News Jot Farmer Cooperatives (Farm Credit Administration, Washington), Vol. 15, No. 8, 
November, 1948, p. 18. 

The geographical distribution of marketing and purchasing cooperatives 
is by no means uniform. The heaviest concentration of commodity 
groups, as listed in Table 50, of course is in the areas of heaviest produc- 

'* Grace Wanstall, Statistics of Farmers’ Marketing and Purchasing Cooper¬ 
atives, 1945-46, p. 1. Farm Credit Administration Miscellaneous Report 119, 
June, 1948. 
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leavily concentrated in the Middle West, 
ugh the Eastern states while marketing 
rce: Farm Credit Administration.) 
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tion (Fig. 22). Thus the 12 states in the north-central group include the 
larger proportion of the cooperatives in dairy, grain, and livestock lines. 
These states included 62 per cent of the associations, 59 per cent of the 
membership, and 54 per cent of the business in 1946-1947. 13 Outside this 
area the distribution was much more uniform with lesser concentrations 
on the Pacific Coast, in Oklahoma and Texas, and in Florida. Some other 
types of associations are likewise regionalized, as the irrigation groups in 
the Mountain and Pacific states. 

Activities of Farmer Cooperatives 

Marketing Cooperatives. Cooperative marketing has been applied to 
some extent to all important farm products. In practice many marketing 
groups perform some functions other than marketing such, for example, 
as supplying containers for the products marketed. Any adequate analysis 
of marketing through cooperatives would require an examination of each 
of many commodity groups, to present its historical development, scope, 
problems, and achievements. The limits of the present treatment will per¬ 
mit only some generalizations which will apply to a greater or less degree 
to a number of commodity lines. 

Cooperative marketing was first applied to the farmers’ end of the 
marketing chain. These local associations, composed of farmers within a 
rather short distance of an elevator or shipping point, perform chiefly the 
function of local assembling. They arc interested also in proper grading, 
volume handling, and efficient operation, all to the end of returning the 
maximum amount to the producer. The competition provided by these 
local cooperatives has had a salutary effect upon the marketing margins 
and services of other local buyers. As indicated earlier under costs of 
marketing, these local aspects have limited possibilities in cost reduction. 

The trend, therefore, has been to carry the products through further 
steps in the marketing channel. To this end larger scale cooperatives have 
been set up, chiefly to carry assembling into the central markets and to 
sell products there on a volume basis. These have taken many forms with 
different products, as for example, bargaining associations and terminal, 
regional, and national sales agencies. These larger organizations contribute 
to lower costs in marketing and securing satisfactory returns for pro¬ 
ducers in many ways. Among these arc large volume which minimizes 
handling costs; representation for producers; a technically trained sales 
staff; maintaining broad market outlets in the domestic market and for 
some products export outlets; stabilization of markets, general improve¬ 
ment of marketing conditions and facilities; payment based on quality; 

” Grace Wanstall, News for Farmer Cooperatives (Farm Credit Adminis¬ 
tration, Washington), Vol. 15, No. 8, November, 1948, p. 19. 
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hedging services as a protection against market fluctuations; and avoidance 
of competition among cooperatives. In addition these organizations often 
provide services related to transportation, legal assistance, market informa¬ 
tion, and credit. 

In connection with these associations some storage and warehousing is 
provided. Examples are cotton, grain, wool, tobacco, and rice. In general, 
processing functions are limited. Illustrations are found in cotton ginning 
and compressing; processing cottonseed; manufacture of dairy products; 
canning of fruits, vegetables, and fruit juices; and recently some dehydra¬ 
tion. Little progress has been made in major processing lines which require 
large investments such as meat packing. The one outstanding example of 
cooperative activity in distribution lines on a national basis is that of citrus 
fruits. Some more localized distribution occurs as of dairy products, chiefly 
at the wholesale level. 

Marketing cooperatives are in direct competition with other marketing 
organizations performing the same functions. There is, of course, no reason 
to organize a cooperative if other agencies are rendering adequate service 
at reasonable cost. Cooperatives, moreover, must continually justify their 
existence through providing lower costs, better service, or higher quality 
than their competitors. The proportion of products marketed coopera¬ 
tively varies greatly. Of the major commodities cooperative handling is 
most highly developed for citrus fruits and represented somewhat less 
than half the total output in 1945-1946. 14 For most products the propor¬ 
tion is much less. The total value of farm products handled by marketing 
cooperatives in 1946-1947 represented one-fourth of farm sales for 1946 
or about one-fifth of those for 1947. The idea of commodity control so 
prevalent in the early twenties is no longer considered necessary or de¬ 
sirable. The controls which cooperatives once sought through monopoly 
are attained through well-managed and efficiently operated organizations 
by which standards are established for costs, services, and quality. 

Purchasing Cooperatives. Cooperatives which purchase supplies for 
farm production start with the distribution end of farmers’ needs. They 
handle products of both farm and industrial origin. From an area stand¬ 
point four levels appear, the local, wholesale, regional, and federations of 
regional associations. Local groups arose first to distribute products bought 
in regular trade channels. A few were of the centralized variety. The 
larger scale associations developed later, especially after the organization 
of the bank for cooperatives in 1933 made ample financing available. These 
larger groups became the chief suppliers of the local organizations. 

The major products handled by local groups are petroleum, feeds, seeds, 

14 Fetrow and Elsworth, op. cit., p. 70. 
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fertilizers, automotive supplies, farm machinery, metal products, and paint. 
Many local groups handle a single line or related lines. In addition such 
groups may engage in feed grinding and mixing, seed cleaning and treat¬ 
ment, fertilizer mixing, or machinery repair. 

Above the local groups are the wholesale or minor regional groups who 
operate on a larger scale to secure supplies for the local groups. The re¬ 
gional purchasing associations, most of which are federations of local 
groups, operate on a still broader basis. They combine purchasing on a 
large volume basis and processing. Processing or manufacturing plants 
include feed mills, fertilizer factories, and plants manufacturing shipping 
containers. 

Regional associations have formed federations to pool their purchasing 
power in buying manufactured goods and for manufacturing their own 
supplies. These organizations buy on a huge scale, contract for manu¬ 
facturing under their own specifications and labels, and engage in produc¬ 
tion. Processing plants include flour mills, feed mills, fertilizer factories, 
seed plants; oil wells, refineries, and pipe lines; farm-implement factories 
and the like. 

The trend has been to invade the processing field as well as distribution 
through wholesale and retail channels. Processing and retailing are high- 
cost areas in marketing, hence susceptible to material savings. Purchasing 
associations like those in marketing arc in competition with other business 
firms. Most purchasing associations reflect the savings to their members 
in patronage refunds rather than by underselling which antagonizes their 
competitors and incites price wars. 

Purchasing activities are often associated with marketing activities to 
increase the volume of business, to help distribute overhead expense, and 
to level out seasonal fluctuations. In purchasing, as in marketing, quality 
is important. The designation of quality by distinctive trade names has 
been accomplished in some lines because of the volume attained under 
cooperative purchasing. 

Cooperatives in Farm Production. Organized cooperative activity has 
been applied to several lines of farm production, as indicated in Table 49. 
Most numerous are the mutual irrigation companies in the Mountain and 
Pacific areas. These are voluntary groups as contrasted with irrigation 
districts in the arid sections and soil-conservation districts in the more 
humid sections of the country. While districts of these two types bear 
some similarity to cooperatives, they are not voluntary. Upon petition of 
farmers in a projected district an election is held, and a majority can vote 
in a minority as members. Thus farmers are not free to join or withdraw. 
Production-improvement cooperatives are also widespread. Dairy im- 
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provement is advanced by cooperatives for testing cows, for owning high- 
grade bulls, and for artificial breeding. Through these means the quality 
of dairy animals and efficiency of milk production are increased. Cotton- 
production groups provide a corresponding service through adoption of 
a single variety of adapted cotton, seed distribution, and selling on the 
basis of graded samples. 

In these and other similar activities cooperative action affects directly 
the kind and amount of production. Group action makes available at 
reasonable cost production services which would otherwise be prohibi¬ 
tive in cost and in many cases unattainable at any cost. 

Farm Business Service Cooperatives. Farm business service cooperatives 
contribute to the welfare of the farm family as well as to the farm business. 
The more numerous of these services are those relating to credit, insurance, 
electricity, and telephone (Table 49). 

Cooperative credit is available through Federal credit unions which 
operate on a limited scale; credit corporations which operate in connec¬ 
tion with marketing cooperatives to provide loans on livestock; inde¬ 
pendent credit organizations serving farmers in certain areas; and the 
government-sponsored Farm Credit Administration. The latter was or¬ 
ganized in 1933 to afford relief to depression-stricken agriculture. Its four 
branches are designed to supply all kinds of agricultural credit needs. The 
Federal land banks through the national farm loan associations provide 
long-time amortized mortgage credit; the production credit corporations 
through the local production credit associations make credit available for 
farm operation; the bank for cooperatives finances cooperative associations; 
and the Federal intermediate credit bank discounts agricultural paper for 
various financial institutions. The last two do not make loans to individuals. 

In the insurance field protection against fire losses is the most common. 
Organizations range in size from a single community to those covering a 
state or even larger areas. Protection against other hazards has been de¬ 
veloped in some areas in the form of insurance on automobiles and trucks, 
liability and accident coverage, life insurance, and some for windstorm 
and tornado damage. 

Farm electrification made little progress prior to the inauguration of 
the cooperative rural electrification program by the government in 1935. 
Subsequent development has been rapid with service available to more 
than a quarter of the country’s farms, and to a very high proportion of 
farms in some areas. It is doubtful if any development within this period 
has done as much to relieve drudgery and to raise home standards. 

Telephone service is also widely available through cooperatives. The 
large number of associations listed in Table 49 are farm mutual operating 
companies which provide their own switchboards; a much larger number 
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operate local or rural lines leading into switchboards which are not owned 
or operated by the cooperatives. 

Among other lines of service rendered by this type of cooperative are 
cold-storage locker plants, health plans, transportation services usually 
in connection with marketing or purchasing groups, and burial as¬ 
sociations. 

Problems of Farmers’ Cooperatives 

Although a current review of farmers’ cooperatives in the United States 
shows marked accomplishment in many lines, their problems arc by no 
means solved, nor have they arrived at the present state without hard¬ 
ship. In the period 1901 to 1940, 15,270 marketing and purchasing co¬ 
operatives discontinued operations. 11 That number is one and one-half 
times the present number of active associations. A substantial number 
ceased operation because of the consolidation of small local groups into 
larger units; others, because of problems which they could not surmount. 
The major reasons ascribed to failures were management difficulties, mem¬ 
bership difficulties, natural or unavoidable causes, insufficient business, 
financing and credit difficulties, transportation problems, competition, and 
declining prices. 1 * The depression years 1931 to 1935 took the heaviest toll. 

In the earlier years cooperatives were often isolated with little oppor¬ 
tunity to learn or apply the experiences of others. Present-day groups 
have a marked advantage in this respect. In some 30 states cooperative 
councils have been organized, and at the national level a National Council 
of Farmer Cooperatives, The American Institute of Cooperation, and the 
National Association of Cooperatives all render service. In addition, sub¬ 
stantial help is provided by the Cooperative Research and Service Division 
of the Farm Credit Administration, the Agricultural Extension Service, 
and the national farmers’ organizations. Through these agencies much 
information is available regarding the experiences of other groups, ways 
of appraising the need for organization, and desirable methods and operat¬ 
ing policies. Such information does not guarantee success, but it limits 
the problems to be solved on a trial-and-error basis. 

The aggregate size of cooperative business creates problems, not only 
those of managing large enterprises and maintaining contact with members, 
but of jealousy on the part of business enterprises who would like to have 
the business which is performed by cooperatives. 17 For example, the 

“ R- H. Elsworth, Some Fall by Wayside as Co-ops Grow Larger. News for 
Fanner Cooperatives , Vol. 14, No. 7, October, 1947, p. 10. 

14 Fetrow and Elsworth, op. cit ., p. 189. 

" Clinton P. Anderson, A Little Cloud out of the Sea. News for Farmer 
Cooperatives, Vol. 14, No. 10, January, 1948, pp. 3-4. 
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charge has been made recently that cooperatives have an unfair advantage 
because they are “largely tax free.” In reply, Mr. E. A. Stordyk states, 18 

Cooperatives pay all the taxes any partnership or corporation pays except 
capital stock taxes and income taxes, provided they have no income. They 
pay property taxes, sales taxes, gasoline taxes, telephone taxes, transportation 
taxes, franchise taxes; in fact all the taxes that any individual or corporation 
pays. Some cooperatives which do a substantial amount of business with non¬ 
members and make an income therefrom pay income taxes at the same rate 
as profit corporations. 

Cooperatives with no income, of course, have no income tax to pay. 
Only about half of the marketing and purchasing associations have con¬ 
sidered it worth while to qualify for income-tax exemption. 10 Some that 
have qualified arc foregoing this privilege. The question of exemption of 
taxes on capital stock is not so clear. The whole tax question needs further 
study. Behind this front the struggle for business remains. Only through 
the large-scale cooperatives can farmers hold their own against business 
corporations. 

The problems of internal policy—efficient management, business volume, 
membership support, sound financing, quality of products, and adequate 
records—are ever present. In fact they are likely to become more acute 
as the lush conditions of the high-price war and postwar years give way 
to lower prices and keener competition while operating expenses remain 

A still broader problem confronts cooperatives, for they are more than 
economic institutions. They exert social influences not only upon their 
members, but upon the communities in which they are located. These 
broader influences upon people and their interpretation of democracy 
in action need study for they are ill-defined and little understood. 

An Illustration of Coordinated Cooperative Activities 

From the earliest days of the Grange, farmers’ organizations have 
sponsored cooperative activity in various ways. Present affiliations vary 
with the farmers’ organization concerned and with the cooperative or¬ 
ganization of the area. An illustration of close coordination is afforded by 
the farm bureau organization in Illinois in which the larger scale coopera¬ 
tives are set up on a state basis as affiliates of the Illinois Agricultural As- 

“ Public Interest in the Cooperative Controversy, p. 15. American Institute 
of Cooperation Pamphlet, October, 1945. 

”L. S. Hulbert, Following Cooperative Principles and Law. News for 
Farmer Cooperatives , Vol. 15, No. 3, 1948, p. 7. 
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sociation, which is the state farm bureau organization, while the local as¬ 
sociations arc set up largely on a count)’ basis and are associated with 
the county farm bureaus. 

The state-wide cooperatives affiliated with the Illinois Agricultural As¬ 
sociation and their major activities and facilities arc as follows: 20 


Cooperatives 

Marketing 

Illinois Livestock Marketing 
Association 

Illinois Wool Marketing Association 
Illinois Cirain Corporation 


Illinois Milk Producers Association 

Prairie I-arms Creameries 
Illinois Fruit (irowers Ixch.ingc 

Purchasing 

Illinois Farm Supply Company 


Illinois Farm Bureau Scrum 
Association 
Service 

Country Mutual Casualty Company 

Country Mutual Fire Company 
Country Life Insurance Company 
Illinois Cooperative l.ockcr Service 
Illinois Agricultural Auditing 

Association 

Illinois Agricultural Service 
Company 

Illinois Agricultural Holding 
Company 


Activities and Facilities 

Marketing livestock in connection with producer 
agencies and local associations 
Marketing and warehousing wool 
Regional brokerage and commission service for co-op 
elevators. Terminal facilities in Chicago and grain¬ 
handling elevators on Illinois and Mississippi rivers 
Coordination and service for milk marketing co-ops; 

purchasing dairy supplies 
Processing and wholesaling dairy products 
Marketing fruit; market information; purchasing or¬ 
chard supplies 

Purchasing and manufacturing petroleum products, 
feeds, plant foods, paints, supplies. Oil refinery, 
storage plant, oil barges, tow boats. Feed-mixing 
plants, fertilizer plants 
Purchasing scrum and virus 


Insurance-automobile, employers' liability, 4-H club 
calf, cargo 

Insurance -fire, windstorm, hail 

Insurance—life 

lx>ckcr facilities and service to local co-ops 

Accounting and auditing service for state and local 
co-ops 

Management service for affiliated co-ops 

Farmer ownership and control of Country Life Insur¬ 
ance Company 


Corresponding cooperatives at the local or county level vary with major 
lines of production Champaign County, one of the larger counties in the 
cash-grain area, will serve for illustration: 21 
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Cooperatives Activities and Facilities 

Marketing 

Champaign County Grain Association Marketing grains; 3 local elevators 
Champaign County Livestock Marketing livestock. Concentration yard and assem- 

Marketing Association bling trucks 

Champaign County Milk Producers Marketing and processing dairy products 
Purchasing 

Champaign County Service Company Distributing motor fuel, oil, tires, batteries, paint. 

Bulk stations, delivery trucks, city service stations 
Champaign County Feed Company Distributing feeds, fertilizers, steel equipment. Ware¬ 
house and trucks 

Champaign Producers Supplies Distributing serum and virus, inoculation, sprays, 

insecticides 

Service 

Co-op Ixicker Service of Champaign Locker service—processing, storage 

General and special agents Insurance—fire, automobile, life, hail, windstorm, 

accident 

Area and Independent Co-ops 

Producers Creamery of Champaign Processing dairy products 
County (part of state organization 
—covers 10 counties) 

Illinois Electric Cooperative Farm electric service 

(covers 7 counties) 

Northern Illinois Dairy Breeding Artificial breeding, cooperation with other associations 
Co-op 

3 Dairy Herd Improvement Testing dairy cows 

Associations (local) 

5 local elevators (independent) Marketing grain 

Some cooperatives of a local or area type are not an integral part of the 
cordinatcd county and state setup. Members of the county farm bureau 
arc eligible to membership in the associated cooperatives. The advantages 
of such a coordinated plan over local independent organizations are evident 
in the broader area of activities, the volume of business, administrative and 
financial assistance, and support of a large and strong farmers’ organization. 

Summary 

Agricultural cooperation is the means by which many farmers with 
small businesses acquire through joint action the advantages of larger scale 
organizations. As business units they differ from other forms in methods 
of control, payment for capital, and distribution of benefits. Laws and 
business practices developed from experience likewise shape their 
character. 

Farmers’ or producers’ cooperatives are characteristic of the United 
States, although they have much in common with the principles of the 
consumers’ groups first successfully developed by the Rochdale pioneers 
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of England. About half of the farmers here belong to cooperatives, though 
many belong to several organizations serving different purposes. The 
heaviest concentration of business groups is in the North Central states. 

Cooperative activity has been successfully applied to marketing of all 
the major farm products about a fourth of which move through these 
organizations; to the purchase, production, and distribution of a wide 
range of farm supplies; to the extension of farm production into and 
areas by irrigation and to production improvement in various lines; and 
to providing many kinds of service useful alike to the farm business and 
the farm home. 

Cooperatives face the ever-present problems of keeping themselves truly 
cooperative, of maintaining sound and efficient business practices, and of 
holding their own against outside competition. 1 he organization of co¬ 
operatives has been generously aided by national farmers organizations, 
and through these associations many lines of cooperative activity have 
been coordinated to provide strong associations serving a broad range 
of farmers’ interests. 

QUESTIONS 

1. What is agricultural cooperation? 

2. Why do farmers cooperate? Why do they not do so? 

3. What can cooperatives do? What can they not dor 

4. Distinguish between various types of cooperatives. 

5. Why was the early development of cooperatives applied to consumers 
in Europe and to farmers in the United States? 

6. What proportion of our farm production is handled by farmers’ 
marketing cooperatives? 

7. How many farmers’ cooperatives arc there in the United States? 

8. List kinds of cooperatives with more than 1,000 associations. 

9 . In what parts of the country arc farmers’ buying and selling coopera¬ 
tives most numerous? Where fewest? 

10. What aid, if any, docs the government provide for farmers' coopera¬ 
tives? 

11. Should the government assist cooperative marketing? Should it aid 
other types of marketing? 

12. Classify by type the farmers’ cooperatives which arc functioning in 
your home community. 

13. List any nonfarmcr cooperatives in your area. 

14. How far in the marketing process do cooperatives carry various kinds 
of farm products? Illustrate. 

15. What objectives must cooperatives fulfill to justify their existence? 

16. List problems involved in making a cooperative successful. 

17. Why is the farmers’ cooperative movement under attack? 
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Chapter 11. FOREIGN TRADE 

IN AGRICULTURAL PRODUCTS 


The term “foreign trade” applies to trade between the United States 
and foreign countries. The noncontiguous territories of Alaska, Hawaii, 
Puerto Rico, and the Virgin Islands are included as part of the United 
States. The Philippine Islands, since their independence, arc foreign 
territory. 

Foreign trade is classified broadly as agricultural and nonagricultural. 
Forest products and distilled liquors arc considered as nonagricultural 
products. While our interest is directed primarily toward foreign trade 
in agricultural products, this phase needs to be considered in the broader 
setting of total foreign trade. Too often farmers and legislators alike have 
looked upon foreign trade simply as a means of disposing of our surpluses. 
In fact, it involves the question of surpluses and deficits in all countries 
of the world. Our treatment will necessarily be limited to the importance 
of foreign trade, the basis for it, the restrictions on it, the balance of inter¬ 
national payments, influences affecting our trade, trends in our exports 
and imports of farm products, the major items involved, and the postwar 
position of the United States. 

Importance of Foreign Trade 

During the past 40 years the foreign trade of the United States, exports 
and imports, has ranged in value from 2.9 billion dollars in 1932 to 20.8 
billion dollars in 1947. Because of wide differences in price levels between 
these years, the range in quantity of goods was less than that in value. Since 
1923 the value of total agricultural exports has seldom exceeded 10 per 
cent of United States agricultural production. While this proportion 
appears small, it is highly significant from the standpoint of prices re¬ 
ceived. Moreover, the major exports are concentrated in relatively few 
lines; hence the proportion exported in these lines is considerably greater. 
Total imports have exceeded exports in value only in the year 1936; in 
most years they have varied from 60 to 90 per cent of exports, although 
during the recent war the value of imports fell to less than one-third that 
of exports. 

Foreign trade is significant to us as consumers, as producers, as investors, 
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and as taxpayers.' As consumers our interest centers in food products, such 
as coffee, tea, cocoa, cane sugar, bananas, spices, and olive oil which’enter 
into our everyday living. We also use silks, woolens, and cotton goods 
and many other articles from abroad. As producers we depend upon 
foreign sources largely for many products-natural rubber, fertilizers, 
hides and skins, metals used as alloys in steel, wood pulp, clay, tin, asphalt, 
raw materials for drugs, and many others. An American automobile, for 
example, contains more than 300 different products imported from 56 
countries; a telephone contains 18 imported materials. 2 

As taxpayers our interest was first in customs receipts, which in 1860 
made up more than 94 per cent of total receipts of the Federal govern¬ 
ment. While customs receipts have increased in total value, they amounted 
to only 1 per cent of total revenues in the fiscal years 1946, 1947, and 1948. 
Since the war a new interest has arisen because of the contributions made 
by our government to restore trade in war-devastated countries, since these 
contributions are paid for by American taxpayers. As investors we have a 
stake in foreign countries, for our total investments abroad totaled nearly 
29 billion dollars at the end of 1947. Of this huge total nearly 17 billion 
dollars was private investments and 12 billion dollars government invest¬ 
ments. The United States is the leading creditor nation of the world and 
normally produces an excess of capital over our domestic needs. A part 
of this capital excess goes out as loans to other countries, the payments of 
interest and principal returning in the form of imported goods. Thus 
our interest in foreign trade is many-sided and should increase in im¬ 
portance in line with the leading position in world affairs now held by 
the United States. 

The Basis of Foreign Trade 

Fundamentally foreign trade is based upon economic considerations, but 
it has been used and is being used also as a means of achieving political, 
military, and social aims as well. From an economic standpoint foreign 
trade depends upon specialization. Countries differ in climate, soils, kinds 
and abundance of natural resources, stage of development, capital accumu¬ 
lation, and in the skill, energy, and efficiency of their people. Because of 
these differences some products like tropical fruits and natural rubber can 
be produced only in hot countries. Many products, both of agricultural 
and industrial kinds, can be produced in many countries, but some possess 
much greater advantage than others. Some countries which may not excel 
other countries in any products will produce certain kinds of products to 
1 Paul V. Horn, International Trade, Principles and Practices, 1935, p. 29. 

1 Maxwell S. Stewart, What Foreign Trade Means to You, pp. 2-4. Public ( 
Affairs Committee, Inc., Pamphlet 99, New York, 1946. 
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better advantage than other products and so tend to produce those things 
in which they have the least disadvantage. No single country possesses all 
the natural resources or can produce all the products it needs. Hence to 
secure needed products from other countries each country would gain by 
producing for exchange those products in which it has the greatest eco¬ 
nomic advantage or the least disadvantage. 

This principle as applied to nations is the same as that which led to 

regional specialization of agricultural production in the United States or 
that shown in occupational specialization of individuals in a community. 
Obviously for trade to be effective between nations, the relative advan¬ 
tages must be enough to overcome the costs of moving the products from 
one country to another. This exchange of products is not a one-sided affair, 
but must be mutual. Thus an industrial nation may sell its products to an 
agricultural nation and receive food products in return; or the exchange 
may involve several nations, but it must be mutually beneficial to all of 
them. Exchanges of this sort would operate best under a general system of 
free trade and in a period of economic stability. 

In practice trade between nations has ordinarily been subject to some 
degree of restrictions. These restrictions have in general become more 
binding as other considerations have supplemented to some extent those of 
an economic character. Based upon the extent of restrictions imposed by 
various countries, including the United States, our foreign trade may be 
classified roughly into three periods: that prior to 1914; 1914 to 1939; 
and 1939 to the present. 

The Period Prior to 1914. The period before 1914 was one of expand¬ 
ing world markets based predominantly upon comparative advantage in 
production. We have noted earlier the extent to which the expanding 
agriculture of the United States relied upon foreign-market outlets to a 
greater and greater degree after 1870. Trade and prices in farm products 
were on a competitive basis. 3 Trade was carried on chiefly between 
private agencies. Governments exercised relatively few controls and these 
were within modest limits; further, governments gave little direct assist¬ 
ance to producers. A common monetary standard based on gold prevailed, 
and trade was largely of a multilateral character, i.e. } it involved several 
nations. 

The Period 1914 to 1939. The period 1914 to 1939 was one of in¬ 
creasing control over foreign trade. Contributing to this situation were 
the effects of World War I and the world-wide depression in the 1930's. 
The outbreak of World War I affected foreign trade directly. War de- 

1 Robert B. Schwcngcr, World Agricultural Policies and the Expansion of 
Trade. Journal of Farm Economics , Vol. XXVII, No. 1, February, 1946, pp. 
42-53. 
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mands determined the character and direction of shipments. Military neces¬ 
sity took precedence over relative costs. The war closed some markets, 
opened others. Emphasis was shifted from normal production to food and 
war supplies. Shipping space was at a premium because of unusual demands 
and extra hazards; hence short hauls were favored, changing the sources 
of supplies. To secure adequate supplies, prices were raised and uneco¬ 
nomic developments were stimulated. Rigid governmental measures con¬ 
trolled production and distribution. In the areas of conflict war destroyed 
the capital plant and caused loss of skilled manpower and liquidation of 
foreign investments. The end of the war made necessary the reconstruction 
of war-torn countries and the rebuilding of their productive equipment so 
that trade could be restored. 

1 he depression of the early thirties set in motion a wave of economic 
nationalism. Some countries sought to become self-sufficient for military 
reasons; others tried to avoid the effects of the depression; some had 
foreign-exchange difficulties; while others took measures to protect various 
groups of their own producers. All these measures gave rise to many new 
forms of trade restrictions and the tightening of old ones greatly limited 
the flow of goods between nations. 

The Period 1939 »o 1950. The period since 1939 has witnessed even 
more rigid controls over international trade than in the period between 
the two wars. After 1939 war conditions again dominated foreign trade. 
Because of its wider extent and longer duration World War II brought 
much greater controls than World War I. During the recent war govern¬ 
ments controlled nearly all foreign-exchange operations and the greater 
part of international trade. Governments and agencies sponsored by them 
engaged actively in trade. Since the end of the war the tendency has been 
to retain a large part of these restrictions. Many motives have contributed 
to this situation as various nations have tried to aid their own domestic 
interests. Among these have been the maintenance of trade bargaining 
power, the balancing of international payments, control of foreign ex¬ 
change, the stabilization of the national economy, conservation of re¬ 
sources, and military preparedness. 4 

As a result foreign trade has become largely subservient to these various 
national objectives, and government intervention is more complete and 
far-reaching than before the war. Yet so great have been the needs for 
rehabilitating the war-torn countries that a large volume of trade has 
taken place-much larger in exports from the United States than in ship¬ 
ments to us. A large segment of this trade has been financed by gifts and 
loans of the United States. To a considerable degree, therefore, it has 
represented abnormal rather than normal lines of exchange. 

4 Horn, op. cit ., 1945, p. 109. 
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Kinds of Restrictions to Foreign Trade 

Since all nations are to some extent dependent upon imports and ex¬ 
ports, restrictions upon international trade have far-reaching effects. As 
indicated above such restrictions have increased greatly since 1914. These 
restrictions are of many kinds; some arc designed primarily to control 
trade, while others are intended to serve other national interests but inci¬ 
dentally affect trade between nations. Among these are tariffs, import 
quotas, bilateral trade agreements, export subsidies, commodity agree¬ 
ments, currency devaluation, control of exchange, and domestic price 
policies. 

A tariff as ordinarily used is a tax upon imports coming into a country. 
It is levied at a flat rate per unit (specific duties) or on a basis of per¬ 
centage of value (ad valorem) or a combination of the two. Tariffs ordi¬ 
narily do not discriminate among nations although they may be combined 
with other restrictions to do so. Import duties have three effects: they 
tend to exclude imports; they produce revenue on dutiable goods entering 
the country; and they tend to raise domestic prices of products not on a 
surplus basis. While tariffs have been in use for a long time, after World 
War I many nations increased the rates and applied tariffs to many more 
articles than before. 

Another kind of restriction is import quotas, which differ from tariffs 
in that they limit the amounts of specific products that may be imported 
in order to protect domestic producers or conserve foreign-exchange. 
Their effects arc to limit imports, to raise domestic prices of the pro¬ 
tected items, and therefore to encourage expansion of such production 
within the country. 

Under import quotas nations often allocate the supplies of certain im¬ 
ports to specific producing countries and in addition give them the ad¬ 
vantage of lower tariff rates or even of free trade. This practice is some¬ 
times called “preferential treatment.” An example is found in the trade 
preferences among nations in the British Commonwealth. The effect 
obviously is to channel trade in certain directions to the partial or total 
exclusion of other nations. 

Another related type of restriction is found in bilateral trade agreements 
under which two nations contract to carry on trade in products which are 
to their mutual advantage and on terms not granted to other nations. 
Products may be exchanged on a barter basis. The restrictive effect is the 
same as that of preferential treatment. 

Export subsidies are employed to increase a nation’s exports when its 
imports arc limited or its domestic prices are maintained at a higher level 
than the world prices. They apply to specific products, thus benefit a 
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particular group of producers within the country, and they may increase 
employment for the time. Thus they create a greater flow of exports 
than would otherwise take place. 

i ^, In , t ™ nal Wheat Pact ’ which runs from Au e- *■ '949, through 
July 31, 1953, represents a multilateral type of commodity agreement or 

export quotas in which four exporting nations agree to share the wheat 
exports going to 36 importing nations. 5 Its objective is “to assure supplies 
of wheat to importing countries and markets for wheat to exporting 
countries at equitable and stable prices." For the first year the price range 
is fixed at $1.50 to $1.80 a bushel for the highest grade at Fort William- 
Fort Arthur, Canada. The minimum price declines 10 cents each year, 
giving a range of $1.20 to $1.80 for 1952 to 1953. The pact sets the amount 
each importing nation agrees to buy and allocates the 456 million bushels 
of wheat to be sold each year as follows: Canada, 204 million bushels; 
United States, 169 million; Australia, 80 million; and France, 3 million. 

Devaluation of a nation’s currency cheapens its money in terms of the 
currencies of other nations. It enables that nation to export its products at 
lower prices, thus stimulating exports while maintaining its domestic 
price level. Devaluation also raises the price of imports and so tends to 
limit them. The departure of many nations from the gold standard during 
the thirties destroyed the stability which had prevailed in their currency- 
exchange ratios. In September, 1949, the British pound was again devalued 
from $4.03 to $2.80. Within a short period the currencies of some 25 
other nations were also devalued, most of them by the same extent of 30 
per cent, others by a lesser amount. The general effect was to stimulate 
export trade and to raise the costs of imports relative to those of countries 
like the United States which did not devalue at that time. 

The most drastic restrictions are imposed when governments assume 
control of exchange or themselves carry on international trade. In the 
former case they limit the use of exchange to purchases approved by the 
government. In recent years and especially since World War II many 
nations have been acutely short of both goods for export and funds to 
buy needed imports. By direct limitation of exchange they have sought to 
protect their limited reserves. Since the war the United States has been 
a chief source of needed materials, hence the “dollar shortage” of other 
nations. State trading is another way of securing the same result. In a 
totalitarian country like Russia all international trading is conducted by 
the government, but other countries also have made use of this device 
Domestic price-supporting measures, while of less importance than 
many direct restrictions, may affect foreign trade. When such supports 
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raise domestic prices above the world level, they tend to price that country 
out of the world markets unless recourse is had to some countervailing 
device such as export subsidies. 

Restrictions of these kinds and many others related to them are fre¬ 
quently used in various combinations. Further, restrictions imposed by one 
country often call forth retaliatory measures bv others. Thus international 
trade is handicapped by the effects not only of measures designed for its 
control, but also of those whose influence is incidental but nevertheless 
restrictive. Under such strait-jacket conditions it is obvious that world 
trade is on a very different basis than that of comparative advantage which 
prevailed before World War I. 

The Balance of International Payments 

The effects of these many kinds of restrictions become more apparent 
when we consider how payments for trade arc balanced among nations. 
International transactions arc of two kinds: the visible, or movements of 
commodities as exports and imports, which arc easily recognized; and the 
invisible, or investments, services, and movements of capital, which are 
not so well known. In their foreign trade transactions nations must roughly 
balance the values of export and import transactions just as individuals 
balance receipts and expenditures. With nations the trade and balances may 
involve more than two nations, but for each nation its total transactions 
going out and those coming in must balance roughly. This balancing is 
referred to as the balance of international payments. It consists of three 
items: (1) current items which arc made up of two parts, trade and 
services; (2) gold and currency movements; and (3) capital items. 

Current Items. Goods. Trade or the physical movement of com¬ 
modities from one country to another is easily visualized. The tables of 
exports and imports of farm products on the following pages provide 
illustrations of this “visible” foreign trade. Total merchandise exports and 
imports—both agricultural and nonagricultural—as given in Tables 51 and 
54 represent the values of this trade or merchandise movement since 1914. 
If total exports for this period arc compared with total imports, the ex¬ 
ports exceeded the imports by 82,454 million dollars or an average of 
2,356 million dollars per year. In only one year, 1936, did imports exceed 
exports. This excess of exports is often spoken of as a "favorable” balance 
of trade. This use is misleading; it is the balance of merchandise trade or 
visible trade which is favorable or unfavorable. 

Services. Services make up the so-called "invisible” items of trade. For 
example, citizens of this country or immigrants working here may send 
money to relatives in other countries; and citizens of this country make 
large expenditures while traveling abroad. Other invisible items are pay- 
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ments for ocean and railroad freight, premiums on marine insurance, 
interest and dividend payments, commissions of bankers and brokers; 
royalties, patents, and copyrights; and contributions by educational, chari¬ 
table, and religious organizations. 6 

When transactions of these kinds result in a flow of cash into this 
country, the effect is the same as an export of goods; if they result in a 
flow of cash out of the country, they act in the same way as an import of 
goods. In any year there are numerous items of these kinds on both sides 
of the ledger, and their net effect determines the balance for services or 
invisible items. Exact records are not available for all these items; hence 
they can be estimated only roughly. The balance for services plus that for 
trade or merchandise makes up the total current items. 

Gold and Currency Movements. Transactions between nations as be¬ 
tween individuals may be handled on a money basis. Gold is the universally 
accepted basis of exchange, because values of currencies vary and are 
subject to wide fluctuations in rates of exchange. It is necessary to ex- 
changc gold or other mediums only to settle net balances as in a clearing 
house for banks. In attempting to help balance the surplus of American 
exports many other nations shipped gold to us until their stocks of gold 
were running low. The flow of gold or currency into this country acts 
as an import of gold or an export of goods and the flow out of the 
country as an export of gold or an import of goods. The monetary stock 
of gold in the United States increased from 1.9 billion dollars in 1914 to 
more than 24 billion dollars at the beginning of 1949. A part of this 
marked increase resulted from the revaluation of gold on Jan. 31, 1934; by 
this process the amount of gold in a dollar was reduced; hence the gold 
stocks on hand represented a greater value in terms of the cheaper dollars. 

Capital Movements. The balance of payments is affected also by 
movements of capital-short-time, long-time, and donations. Short-time 
capital movements consist largely of foreign deposits in American banks 
and American deposits in foreign banks as working capital for commercial 
needs. Long-time capital movements include loans based upon long-term 
security issues and other international capital transactions such as the use 
of American capital to buy or construct plants in other countries. 

Governmental donations of funds or purchasing power to other nations, 
where repayment is not required, also come under capital items. Since the 
recent war much rehabilitation aid has been extended to other nations by 
the United States, as illustrated by funds for the Economic Cooperation 
Administration. A part of these funds is spent here for goods. Thus capital 
transferred from this country to other nations acts as an import, and that 
transferred here by others, as an export. 

The balance of international payments comes in the net result of all 
* Horn, op. cit. y p. 382. 
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these items: movements of goods, invisible items or services, gold and 
currency movements, and capital items (Table 51). The United States 
exports of goods and services in 1948 w as valued at the huge total of 16.8 
billion dollars. This was offset by similar kinds of imports of 10.5 billion 
dollars, leaving an export surplus of 6.3 billion dollars to be balanced. The 


Table 51. Means or Financing and Balance or Foreign Trade or the United States, 

1948* 

(In Billions of Dollars) 


Item 

Receipts 

from 

foreigners 
for exports 
(credits) 

Payments 

to 

foreigners 
i for imports 
(debits) 

Net 

credits ( + ) 

or 

debits ( —) 

Current items: 




Merchandise (exports and imports).! 

813 4 

87 7 


Services.. 

3 4 

2.8 


Total. 

516.8 

810.5 

8+6.3 

Capital and gold movements: 




United States, government (net): 




Credits.. 


SO 9 


Donations . 


3 8 


Total 


84 7 

8-4.7 

United States, private (net): 




Foreign investment (long and short term). 

. 

80 9 


Donations.j 


0 ( 


Total. 

. 

81.5 

-1.5 

International institutions (net): 




International Bank . 


50 2 


International Monetary Fund. 


0 2 


Total. 


80 4 

-0 4 

Foreign countries own capital assets (net): 




Sales of gold to United States.j 

• • • • • 

81.5 


Reduction of banking funds in United States. 1 


-1 0 


Liquidation of other assets in United States.. 

. 

0.3 


Total. 


80 8 

—0 8 

Total sources of gold and capital. 


87.4 

8-7.4 

F'rrors and omissions.. 



** 9 • • 

-1.1 





• Federal Reserve Bulletin, Vol. 35, No. 5, May, 1949, p. 481. 


largest clement in this balance was donations, governmental and private; 
the next was credits from our government, private sources in this country 
and international institutions; and finally by some net reduction in assets 
of foreign countries. 

Under normal conditions donations would not be available to balance 
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accounts. Foreign countries have only limited liquid assets. Larger exports 
from this country could be financed only by larger imports of goods and 
services or by more loans or investments or a combination of these. Interest 
and principal repayment can usually be made only by goods or services 
of other nations. It follows, then, that as a nation we cannot export unless 
we also import, unless we are willing to donate the means of payment. 

Influences Affecting the Foreign Trade of the United States 

Upward Trend of Tariff Rates. The United States has used tariffs since 
the establishment of the Federal constitution in 1789. Tariffs were first 
levied to produce revenue, and they were the main source of Federal 
revenue until 1860. The idea of protection appeared about 1816. Until 
1860 rates were quite low, but were raised greatly to meet the expenses 
of the Civil War. From 1860 to 1930 nearly a dozen tariff acts were passed. 
With few exceptions they followed an upward trend providing more and 
more protection. This increased protection developed in two ways: an 
increasing number of articles on the protected lists and higher rates of 
protection. The climax came in the Smoot-Hawley Tariff of 1930. 

In the early days of the country a case could be made for protection. 
The “infant" industries demanded protection from foreign competition. 

I o promote industrial growth and the development of canals, railroads, 
and other improvements much capital was borrowed from abroad. Tariff 
rates were not high enough to interfere with the inflow of imports, which 
exceeded exports from 1779 to 1837 and again from 1850 to 1873. Trade 
was balanced during these periods first by profits from our merchant 
marine and later by the inflow of capital from abroad. 

I rom 1873 to 1914 exports exceeded imports as a result of our agri¬ 
cultural and industrial expansion. The tariff structure had its ups and 
downs, but the idea of protection was strongly entrenched. Until 1914 we 
were a debtor nation, and the excess of exports was balanced by interest 
payments on foreign loans, by expenditures of tourists abroad, and by 
remittances from immigrants here. 

Change from Debtor to Creditor Position. During World War I the 
United States changed from a debtor to a creditor nation as a result of vast 
foreign loans. The United States entered that war period as a net debtor 
of 2.7 billion dollars. At the end of 1919 its position as a net creditor 
was 14.1 billion dollars owed from abroad. By 1928, although loans by our 
government had ceased and the value of those outstanding had shrunken 
seriously, private American interests had made additional loans sufficient 
to raise the net creditor position to more than 16 billion dollars. 

This change from a debtor to a creditor position would normally require 
several decades and would thus allow for gradual adjustment in trade 
policies. The rapidity of the change and the severity of postwar adjust- 
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merits found us wholly unprepared for the new role. As a creditor nation 
the net flow of goods and gold should have been into this country. We 
accepted the gold sent in payment. In goods, however, our exports ex¬ 
ceeded our imports, and in 1930 we further restricted imports by the 
highest tariff enacted by this country. We were in fact balancing our 
excess of exports largely by extending public and private credit. To the 
extent that part of this credit later proved to be worthless we had sup¬ 
ported trade by donations. 

Following 1929 the shrinkage in American loans abroad and the Tariff 
Act of 1930 brought about a marked decline in volume and value of both 
imports and exports. The high rates of this Tariff Act arc indicated by 
the proportion which duties represented of the values of dutiable mer¬ 
chandise imported. In 1931 for all dutiable imports this proportion was 53 
per cent; groups of items in the various classifications of the tariff schedules 
ranged from 18.7 per cent for wool and its manufactures to 133.2 per cent 
for sugar. Of the other 13 groups. 4 ranged from 26 to 30 per cent; 4 from 
38 to 48 per cent; and 5 from 52 to 76 per cent. 1 The high rates of this Act 
provoked retaliatory action of higher tariff rates on the part of many 
other countries. 

Reciprocal Trade Agreements. In 1934 Congress passed an amendment 
to the Tariff Act of 1930, which is popularly known as the Reciprocal 
Trade Agreements Act. In order to open channels of international trade 
as a means of contributing to economic recovery in the United States, the 
President was authorized to work out trade agreements with individual 
countries by which each would make various trade concessions chiefly in 
reductions of import duties, but also to remove tjuotas or exchange re¬ 
strictions. These agreements arc bilateral, i.e. t they involve two nations. 
The restrictions usually associated with bilateral agreements arc largely 
eliminated by the traditional trade policy of the “most-favored-nation” 
clause which is embodied in the Trade Agreements Act. Under it a con¬ 
cession on a given product in a trade agreement with a foreign nation 
(other than Cuba) applies also to the same product from any third nation 
unless that third nation discriminates against the products of the United 
States. This policy broadens the scope of the agreements and promotes 
international good will and peaceful commercial relations. 

By 1940 agreements were in force with 20 countries with which about 
60 per cent of United States trade was carried on. Up to the middle of 
1944 agreements had been concluded with 6 additional countries. In 
August, 1949, negotiations with 13 countries were in process. 8 As a result 
of agreements concluded the ratio of duties to value of dutiable imports 

1 Statistical Abstract of the United States, 1947, pp. 924-926. 

'Letter, Bureau of Agricultural Economics, U.S. Department of Agricul¬ 
ture, Aug. 5, 1949. 
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declined from more than 50 per cent to 39.3 per cent in 1936; 35.6 per cent 
in 1940; 32.8 per cent in 1943; 28.2 per cent in 1945; and 13.7 per cent in 
1948.° The high price level in 1948 was in part responsible for this low 
percentage for items on a specific duty basis. This act represented a re¬ 
versal not only of tariff rates, but still more important, in the methods of 
rate making. Previous tariffs, written by Congress subject to log-rolling 
tactics and pressures of special-interest groups, usually resulted in strange 
compromises without a sound economic basis. The Act of 1934 is not 
basically a new act, but rather adjustments within prescribed limits of the 
Act of 1930, carefully worked out in line with the mutual interests of the 
countries involved. It represents, moreover, a tardy recognition of our 
changed role of a creditor nation. 

Because of the “most-favored nation” clause lower rates established 
under the trade agreements usually become the current rates (Table 52). 
In some cases the lower rates apply only within specified quota limits. 
Tariff rates still apply to nearly all farm products produced within this 
country, though at lower rates than formerly. 

The United States has employed export subsidies at times as a means of 
disposing of surplus stocks of government holdings. Under the domestic 
price-support programs for farm products government subsidies have 
often held prices of many products above the world level, and so dis¬ 
couraged trade. 

World War II, as pointed out earlier, greatly changed the picture of our 
foreign trade. The vast amount of financial help extended to foreign 
nations under lend-lease and UNRRA was largely on a donation basis 
rather than as loans, as was true in World War I. Postwar assistance has 
been largely of the same type. The balance-of-payments deficit (excess 
of exports and services) for the three fiscal years beginning July 1, 1945, 
was 25.5 billion dollars. Of this U.S. government loans and grants provided 
16.6 billion dollars; private U.S. loans and grants, about 3.5 billion dollars; 
and liquidation of foreign assets, about 5 billion. 10 Subsequently the opera¬ 
tions of the Economic Cooperation Administration (ECA) and of the 
Military Assistance Program (MAP) are contributing more billions to 
foreign countries. These loans and grants should serve also to reconstruct 
industrial and agricultural production in the countries aided, leading to 
more normal lines of international trade. 

'Statistical Abstract of the United States, 1947, p. 927. Figures for 1945 and 
1948 from L. J. Norton, Foreign Trade and Illinois Agriculture. Illinois Farm 
Economics , Nos. 168-169, May-June, 1949, p. 841. 

10 D. A. Fitzgerald, Coming Readjustments in Agriculture—The Interna¬ 
tional Phase. Journal of Farm Economics , Vol. XXXI, No. 1, Part I, February, 
1949, p. 27. 
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Table 52. United States Tariff Rates os Selected Agricultural Products, 1946* 


Item 

Rate under 
1930 Tariff Act 

Rate under 
trade agreement 


Free* 


Broomcorn per ton. 

820 

810** 

Butter, cents per lb .i 

14* 


Chocolate, unsweetened, cents per lb. 

PH 

1.5** 

Coffee. 

MS 


Hides, cattle, % of value. 

10 

5** # 

Oranges, cents per lb. 

1* 


Potatoes for consumption, cents per 100 lb.: 


37.5*' 

December-February . 

75 

March-N’ovember. 

60 

30*' 

Swine, nor for breeding, cents per lb - 

2 

1*.' 

Wheat, cents per bu. 

42* 


Grease wool, cents per lb. 

24 

13*.. 


• Source: C. F. Wells, United States Tariff Rates on Agricultural Products. U.S. Depart- 
ment of Agriculture, August, 1946. 

• Current rate. 

‘ Argentina Trade Agreement. 

4 Netherlands Trade Agreement. 

• Argentina and Uruguay Trade Agreements. 

' Canada Trade Agreement. 

United States Foreign Trade in Farm Products 

Export Trade in Farm Products before 1914. Upon this background 
the earlier development of United States export trade in farm products 
may be briefly sketched. As noted under the development of our agrb 
culture, exports of tobacco, rice, and indigo were important in the early 
years of our national history. Cotton became a leading export soon after 
the invention of the cotton gin. The most rapid growth of exports came 
after 1870 when the opening up of the central prairies and plains, the 
development of farm machinery, and the construction of railways com¬ 
bined to provide products far in excess of our domestic needs. The repeal 
of the English corn laws in 1846 and the rapid industrialization of that 
country provided good markets. From 1870 until 1900 we shipped out 
larger and larger quantities of cotton, wheat and flour, tobacco, corn, 
pork, and beef. Agricultural exports amounted to roughly 300 million 
dollars in 1870, 600 million dollars in 1880, and 900 million dollars in 1900. 
Meanwhile industrial developments were taking place, and although agri¬ 
cultural exports were expanding they comprised a smaller proportion of 
our total exports. From 1870 to 1880 they made up nearly 80 per cent of 
the total: by 1890, 75 per cent; and by 1900, 65 per cent. As the country 
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developed industrially, imports, which in the earlier years had been largely 
manufactured goods, shifted more to raw materials-rubber, wool, raw 
silk, hides and skins, and vegetable fibers. 

From 1900 to 1914 the quantity of farm products exported, except 
tobacco and cotton, declined, although their total value averaged about 
. b ! lllon dollars annuall y- Thls decline resulted from the raising of barriers 
in importing countries, the opening up of new agricultural countries- 
C.ana da, Argentina, Australia, and Russia-and from our growing domestic 
market. By 1910 farm exports were less than half of total exports. 



Fig. 23. The values of total exports and total imports have increased sharply 
m recent years. United States expenditures for foreign aid have stimulated 
exports; lower tariffs have aided imports. Higher prices are reflected also in 
these values. During the postwar years agricultural products have gained 
relative to the total. 


Trends in Total and Agricultural Trade since 1914. Value of Total and 
Agricultural Exports. The erratic character of total United States exports 
since 1914 is shown in Fig. 23 and Table 53. The values, of course, reflect 
changes both in quantities and prices. The sharp rise during World War I 
was followed by precipitate drops in the depression periods following 
1920 and 1929, then again a sharp and sustained rise during World War II. 
From the peak of 1944, export values dropped a third in 1945 and 1946, 
but more than recovered the loss in 1947. Nonagricultural exports include 
a vast range of items—some finished goods and others in various stages 
from raw materials to finished products. The major commodity groups in 
the order of value of products in the prewar period were machinery and 
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vehicles, other metals and manufactures, nonmetallic minerals, chemicals 
and related products, wood and paper, and textiles (except unmanufac- 
cured cotton). 

Table S3. Average Annual Total and Agricultural Exports, United States, 

by Periods* 


Period 

All commodities 
(millions) 

Agricultural 
products (millions) 

Per cent agricultural 
of all commodities 

1914-1915 

52,782 

51,302 

46 8 

1916-1920 

6,694 

2,805 

41.9 

1921-1925 

4,310 

2,013 

46.7 

1926-1930 

4,688 

1,692 

36.1 

1931-1935 

1,989 

731 

36.7 

1936-1940 

3,166 

701 

22.1 

1941-1945 

9,924 

1.655 

16.7 

1946- 1948f 

12,385 

3,491 

28.2 

19491 

11,885 

3,576 

30.0 


* Foreign Atrieuhural Trade (Office of Foreign .Agricultural Relations), May, 1949, p. 24. 
t Preliminary. Exports under Army Civilian Supply Program included .n 1947, 194X, and 

1949. 

Agricultural exports rose in value from 1914 to 1919, then fell abruptly 
to 1921 and continued the downward trend almost without interruption 
to 1940, from which exports increased to 1947. On a volume basis the 
World War I peak was about a fourth above the 1924 to 1929 average. 
By the mid-thirties the volume was dow n to half that average, and by 1940 
to only about one-fourth. By 1946 the volume of farm exports had again 
reached the 1924 to 1929 average and in 1947 was 6 per cent above it. 
From 1919 until 1940 and 1941 the proportion of total exports represented 
by agricultural products shrank from more than one-half to about one- 
eighth. 11 

Major Items of Agricultural Exports. While many kinds of farm 
products go into export channels, the major export items consist of a 
limited number. 12 Historically the major exports have been cotton, wheat, 

"The percentage was 53 in 1919; 48 in 1921; 50 in 1922; and 13 in 1940 

and 1941. . . . 

"Export statistics of quantities include amounts shipped out under lend- 
lcasc UNRRA, United States Foreign Aid, Economic Cooperation Adminis¬ 
tration, and the like, as well as commercial shipments. Beginning Jan. 1, 
1947, they also include exports under the Army Civilian Supply Program. 
They do not include shipments to the U.S. armed forces abroad for their 
own use or food exported for relief or charity by individuals or private 
agencies. 
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tobacco, pork, and lard. After the outbreak of World War II, fruits, 
vegetables, dairy products, eggs, and canned meats were also exported in 
large quantities. For many of these products the changes in value have 
been abrupt, often from year to year (Fig. 24). How each of these prod- 
ucts fared both in relation to each other and in response to changing con- 
ditions may be shown by average export values for a series of 3-year 
periods (Table 54). The peak of the World War I period was attained in 
1918 to 1920; the low point of the depression, in 1932 to 1934; the prewar 


VALUE AND COMPOSITION OF UNITED STATES AGRICULTURAL 
EXPORTS FOR SELECTED YEARS 
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riG. 24. The composition of agricultural exports has changed greatly. During 
the war years livestock products were dominant; in the postwar years grains 
have been foremost, with cotton increasing rapidly. 


situation, in 1938 to 1940; the war years are represented by 1943 to 1945; 
and the postwar conditions, by 1946 to 1948 and by 1949. 

Oh a value basis all products except fruits dropped sharply from the 
peak in 1919 to the depth of the depression. Tobacco and cotton were 
relatively less affected. From then until the prewar period further shrink¬ 
age was more evident than recovery. The recent war period brought 
gains in all lines except cotton; the larger gains being in egg products, 
canned meats, dairy products, pork, lard, and vegetables. For a short time 
after the war, wheat, other grains, cotton, and tobacco made very sharp 
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increases; with some further increase in dairy products, fruits, and vege¬ 
tables; and sharp declines in lard, egg products, canned meats, and pork. 


Table 54. Average Annual Value or Leading United States Agricultural Exports 

for Specified Years* 


(Calendar-year Basis) (In Millions) 


Exports 

1918- 
1920 ; 

1932- 

1934 

1938- 

1940 

1945- 

1945 

1946- 

1948f 

1949f 

Cotton and lintcrs. 

795 

372 

228 

193 

492 

874 

Wheat and flour. j 

513 

32 

65 

153 

1,099 

1,001 

Other grains.j 

280 

14 

68 

83 

365 

460 

Tobacco, unmanufactured. j 

143 

91 

92 

185 

279 

252 

Fork.! 

418 

16 

16 

237 

35 

19 

Lard.1 

156 

31 

17 

117 

85 

89 

Canned meats (except pork). 

41 

1 

1 


76 

6 

Dairy products.I 

106 

5 


228 

258 

174 

Egg products.. 1 

12 

X 

1 

254 


26 

Vegetables and preparations. 1 

38 

8 

16 

112 

162 

87 

Fruits and preparations. 

62 

72 

72 

122 

i 158 

102 


• Foreign Afritullural Trade (Office of Foreign Agricultural Relations), April, 1950. 
f Preliminary. Exports under Army Civilian Supply Program included in 1947, 1948, and 
1949. 


t Not listed separately. 

While value figures indicate roughly the returns to producers, quantity 
figures show the volume of products moved. On a volume basis from 
World War I to the depression period cotton and fresh and dried fruits 
held their own or gained; lard shrank 10 per cent and tobacco 30 per cent; 
and pork and wheat exports were reduced to one-twelfth of their war 
level (Table 55). By the period 1938 to 1940 most products had suffered 
further declines in volume, tobacco holding up best of the major products. 
The war period brought further declines to cotton and wheat, and drastic 
increases in pork, lard, canned meats, evaporated milk, cheese, egg prod¬ 
ucts, and dried beans. Smaller increases occurred for tobacco, rice, and 
dried fruits. The war changes reflected demands of lend-lease and 
UNRRA. In the immediate postwar period, wheat, rice, evaporated milk, 
citrus fruits, and tobacco have been shipped in record quantities; other 
fresh fruits, dried fruits, and vegetables also held up well. Through 1948 
declines occurred in quantities of the higher priced concentrated products 
such as meats, cheese, and eggs. Total export values of farm products 
changed but little in 1949, but values of most groups changed sharply. 
Because of the recovery in the ability of war-devastated countries to pro¬ 
duce more of their own food supplies and the effects of outside assistance 
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in the early postwar years, the longer time trend of agricultural exports 
by the United States is by no means clear. 


Table 55. Average Quantities of Leading United States Agricultural Exports 

for Specified Years* 

(In Millions) 


Exports 

1918- 

1920 

1932- 

1934 

1938- 

1940 

1943- 

1945 

1946- 

1948f 

1949f 

Cotton and linters, bales.. 

6 

m 

5 

2 

3 

6 

Wheat and flour, bu. 

214 

BH 

84 

93 

429 

408 

Tobacco, lb... 

515 


306 

358 

453 

493 

Pork (except lard), lb.... 

1,470 

583 


81 

791 

116 

53 

Lard, lb . 

524 

228 

711 

361 

614 

Other canned meats, lb. 

44 

2 

3 

320 

258 

22 

Milk, evaporated, lb. 

X 

36 

57 

548 

570 

250 


27 

1 

2 

216 

153 

98 

Esc products, lb. 

43 

1 

1 

207 

74 

28 

Rice, lb. 

291 

127 

ml'M 

491 

834 

ECU 


147 

570 

322 

34 

142 

85 

Pears fresh, lb.. 


108 

100 

21 

64 

21 


114 

263 

490 

495 

624 

395 

Raisins and currants, lb. 

75 

99 

114 

175 

161 

158 

Prunes, dried, lb. 

68 

191 

151 

102 

197 

125 

Beans, dried, lb. 


7 

45 

245 

187 

163 


• 1918-1920 fiscal years, Agricultural Statistics, 1942, pp. 543-546. Other years, calendar 
basis, Foreign Agricultural Trade (Office of Foreign Agricultural Relations), April, 1950. 
f Preliminary. Exports for Army Civilian Supply Program included in 1947, 1948, and 1949. 
I Not listed separately. 

Value of Total and Agricultural Imports. Total imports into the 
United States since 1914 like exports have been subject to the disturbing 
influences of wars and depressions (Table 56). Imports, on a value basis, 
however, have followed somewhat different trends in that the sharp in¬ 
creases in connection with both wars took place mostly after hostilities 
ceased, and the recovery from 1922 to 1929, following the decline after 
1920, was much greater and longer sustained (Fig. 23). During the early 
part of this general period agricultural imports made up about 60 per cent 
of the total. This proportion declined to 50 per cent in the thirties, and 
during the war to 46 per cent, but has increased somewhat in the postwar 
years. Nonagricultural imports, prewar, by commodity groups, were 
highest for wood and paper products, followed in turn by metals and 
manufactures, textiles (excluding raw wool, cotton, and silk), nonmetallic 
minerals, chemicals, and machinery and vehicles. 

Agricultural imports, on a value basis, followed the general trend of 
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total imports, but increased to a smaller extent following the low points 
in 1921 and 1923. From 1924 to 1942 the value of agricultural imports was 
greater than that of agricultural exports. 


Table 56. Averace Annual Total and Agricultural Imports, United States, by 

Periods* 


Calendar 

years 

All com¬ 
modities 
(millions) 

Agricultural (millions) 

Per cent com¬ 
petitive of total 
agricultural 

Total 

Noncompetitive 

Competitive 

1914-1915 

$1,784 

$1,036 

$419 

$617 

59 6 

1916-1920 

3,511 

2,178 

826 

1,352 

62.1 

1921-1925 

3,450 

1,841 

911 

930 

50.5 

1926-1930 

4,033 

2,085 

1,157 

928 

44 5 

1931-1935 

1,708 

860 

438 

422 

49.1 

1936-1940 

2,440 

1,236 

614 

622 

SO.3 

1941-1945 

3,469 

1,596 

610 

986 

61.8 

1946-1948f 

5.833 

2,742 

1,336 

1,406 

51.3 

1949f 

6,598 

2,897 

1,454 

1,443 

49 9 


* Foreign Agricultural Trade (Office of Foreign Agricultural Relations), April, 1950. 
t Preliminary. 


Table 57. Average Annual Quantities or Leading Noncompetitive Agricultural 

Imports for Specified Periods* 

(In Millions) 


Product 

1918-1920 

1932-1934 1938-1940 

1943-1945 

1946-1948f 

1949f 

Coffee, lb. 

1,201 

1,562 

1,914 

2,288 

2,671 

2,919 

Rubber, crude, lb. 

475 

1,020 

1,209 

212 

1,364 

1,486 

Cocoa, cacao beans, lb. 

377 

459 

549 

582 

584 

629 

Wool, carpet, lb. 

67 

90 

116 

55 

262 

173 

Silk, lb. 

51 

74 

50 

t 

7 

3 

Bananas, bunch. 

36 

47 

58 

29 

58 

55 

Tea, lb. 

119 

91 

92 

77 

84 

95 


* Agricultural Statistics, 1942, 1946, 1947. Fiscal years except 1946-1948. 
t Foreign Agricultural Trade. Office of Foreign Agricultural Relations, U.S. Department of 
Agriculture, August, 1948, and April, 1950. Calendar year basis. Preliminary. 

{Less than one-half unit. 


Noncompetitive Agricultural Imports. Agricultural imports are classi¬ 
fied into two groups: noncompetitive or complementary and competitive 
or supplementary. Noncompetitive products are those not produced com¬ 
mercially in the United States and not interchangeable in use with 
domestic products. More than 90 per cent of these products consist of 
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rubber, coffee, raw silk, cacao beans, wool for carpets, bananas, tea, and 
spices. Most products of this class are admitted duty free. Demand for 
such products remains high, and the quantities imported in good times or 
bad have generally followed an upward trend except when war conditions 
reduced or cut off supplies (Table 57). During the war synthetic products 
were developed to supply shortages of crude rubber and silk. Rubber 
imports in the postwar years 1946 to 1948 regained their prewar position, 
but silk imports were still much below the earlier figure. The relative 
postwar positions of noncompeting imports are given in Table 58. 


Table 58. Average Annual Value or Noncompetitive Agricultural Imports, 1946-1948 

and 1949, Calendar Years* 

(In Millions of Dollars) 


Product 

1946-1948 
av. value 

1949 

Animal products: 

Wool, carpet. 

$66 

$57 

Silk, raw, unmanufactured . 

53 

7 

Total animal products. 

3119 

$64 

Vegetable products: 

Coffee. 

$589 

$794 

Rubber, crude. 

286 

240 

Cacao beans, cocoa, chocolate. 

137 

129 

Vegetable fibers. 

54 

63 

Bananas. 

48 

53 

Tea. 

36 

46 

Spices. 

27 

34 

Drugs, herbs. 

22 

18 

Essential and distilled oils. 

14 

11 

Other. 

4 

1 

Total vegetable products. 

m 

$1,389 

Total noncompetitive products. 

$1,453 



* Foreign Agricultural Trade (Office of Foreign Agricultural Relations), August, 1948, and 
April, 1950. Preliminary. 

Competitive Agricultural Imports. Competitive or supplementary im¬ 
ports are those similar to or interchangeable in use with products produced 
commercially in the United States. These products have varied from 
about 45 per cent to more than 60 per cent of the value of all agricultural 
imports (Fig. 25). It is in connection with these competing products that 
all the controversy has arisen over protection for farm products. Some 
have thought that the United States should admit no farm products which 
are or can be produced here. The slogan “The American market for the 
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American farmer” expresses this position. The counterpart of this position 
is found in some industrial lines in which efforts arc made to protect 
domestic production by high tariffs against competition from abroad. 

Several bases exist for competitive agricultural imports. For some prod¬ 
ucts domestic production is inadequate to supply our needs and could 
not economically be expanded to that extent. Sugar, clothing wool, and 
hides and skins arc in this category. For other products we do not produce 
certain qualities or types needed for particular uses. Tobacco, cotton, and 
wheat arc imported for such uses or for blending purposes. Imports in- 


VALUE OF U.S. FOREIGN TRAOE IN 
AGRICULTURAL PROOUCTS , 1914-48 



Fig. 25. From 1925 to 1942 the value of total agricultural imports exceeded 
that of agricultural exports. Supplementary or competitive items make up 
about one-half of all agricultural imports. 

crease at certain times in response to short supplies and high prices in this 
country as illustrated by high corn imports in 1937 following the drought 
in 1936. Many products enter because prices after allowing for transporta¬ 
tion and tariffs arc higher than can be secured elsewhere. 

The number of competitive farm-import items is very large, and they 
arc normally subject to duties. The Tariff Act of 1930 lists 416 items in 
Schedule 7 alone (“Agricultural Products and Provisions”). Others are 
included under other schedules and under the so-called “basket clauses” 
of which Schedule 7 has 47. The quantities of major imports of this group 
for selected 3-year periods show much less variation than agricultural 
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exports for the same years (Table 59). Some vegetable oils and oilseeds 
were greatly reduced in quantity during the recent war. These shortages 
gave rise to a great domestic expansion in soybeans, peanuts, and flax to 
supply our needs. Many kinds of oilseeds and vegetable fats and oils are 
usually available from foreign sources. The kinds and amounts imported 
during the past two decades have varied widely with changes in our 
domestic production and in prices in world markets. 


Table 59. Average Annual Quantities or Selected Competitive Agricultural Imports 

for Specified Periods* 

(In Millions) 


Product 

1918-1920 

1932-1934 

IHjfP 

m 

BE 

1949* 

Animal products: 







Wool, dutiable, lb. 

« 

32 

90 

850 

561 

268 

Hides and skins, lb. 

560 

265 

262 

284 

212 

164 

Cheese, lb. 

10 

53 

55 

18 

18 

32 

Casein, lb. 

15 

4 

21 

3M 

36 

33 

Canned beef, lb. 

t 

31 

83 

84 

54 

72 

Vegetable products: 







Cane sugar,' ton. 

3,056 

3,011 

2,911 

3,485 

3,335 

3,729 

Copra, lb. 

336 

531 

531 

215 

1,013 

856 

Castor beans, lb. 

47 

99 

158 

301 

268 

290 

Flaxseed, bu. 

15 

13 

17 

9 

2 

c 

Coconut oil, lb. 

292 

304 

348 

44 

45 

115 

Palm oil, lb. 

32 

241 

297 

58 

55 

82 

Tung oil, lb. 

54 

96 

108 

1 

97 

65 

Linseed oil, lb. 

14 

3 

• 

56 

72 

1 

Olive oil, lb.. 

35 

122 

94 

5 

20 

20 

Cotton/ bales. 

385 

143 

166 

171 

441 

286 

Tobacco leaf, lb. 

84 

56 

63 

70 

79 

81 

Molasses, gal. 

138 

188 

223 

316 

153 

223 


a Agricultural Statistics, 1942, 1946, 1947. Fiscal years except 1946-1948. 

* Foreign Agricultural Trade (Office of Foreign Agricultural Relations), August, 1948, and 
April, 1950. Calendar-year basis. Preliminary. 

‘Less than one-half unit. 

* Calendar years 1942-1944. 

* Unit — 1,000 tons. 

/ Unit - 1,000 bales. 

The postwar years 1946 to 1948 have been marked by high prices in 
the United States and by relatively lower tariff restrictions—a situation 
favorable to imports. Production in many countries, of course, has not 
fully recovered from the effects of the war. The relative position of the 
major competitive imports on a value basis during that period is shown in 
Table 60. 
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Table 60. Average Annual Value or Competitive Agricultural Imports, 1946-1948 

and 1949* 

(Calendar Years) 


Product 

Average value (millions) 

1946-1948 

1949 

Animal: 



Wool, dutiable. 

£203 

£165 

Hides and skins. 

87 

70 

Live animals, for breeding and slaughter. 

49 

69 

Meat products. 

47 

72 

Dairy products.. 

19 

22 

Miscellaneous. 

51 

55 

Total animal products. 

£456 

£453 

Vegetable: 



Cane sugar.. 

£307 

£372 

Oilseeds... 

114 

95 

Vegetable oils and fats. 

98 

72 

Tobacco, unmanufactured 

85 

73 

Vegetables and preparations .... . 

55 

52 

Nuts and preparations. 

52 

48 

Cotton and linters. 

49 

23 

Fruits and preparations. 

47 

46 

Molasses, inedible. 

25 

15 

Beverages and fruit juices. 

20 

18 

If rains.t .. 

20 

75 

FffHt nnrl forfclcrs ............. i.. ..t • . i « 

20 

24 

Flax, hemp, jute. 

19 

25 

Miscellaneous. 

39 

52 

Total vegetable products. 

£950 

£990 

Total competitive products. 

£1,406 

£1,443 


• Foreign Agricultural Trade (Office of Foreign Agricultural Relations), August, 1948, and 
April, 1950. Preliminary. 

The Postwar Position of Agriculture in Foreign Trade 

The postwar position of agriculture generally and in the United States 
in particular is by no means clear. It is obvious that the situation for agri¬ 
culture is not a problem separate from but rather a part of the whole 
problem of world trade. On the international level efforts have been made 
to ease the handicaps to trade through the International Monetary Fund, 
jofl the International Bank for Reconstruction and Development, and the 

0 <>* proposal for an International Trade Organization. Largely because of th~ 

world’s disturbed political situation, the first two have been greatly limited 
flifl in attaining their objectives and the last has not yet been ratified. 
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Immediately before the war the world had chronic surpluses of cotton, 
wheat, sugar, and coffee. The desire to maintain the enlarged capacity 
developed during the war, and the resumption of production in countries 
disrupted at that time point to further surpluses of these products and 
also of rice, oilseeds, fats, and oils. Questions arise, therefore, as to future 
outlets for United States products: cotton, wheat, lard, pork, soybeans, 
peanuts, rice, fruits, and possibly tobacco. Some of the countries which 
trade with us are largely agricultural and so must trade on the basis of 
their products. 

Much has been heard since the war of dollar shortages and their effect 
on restricting purchases of our exports. From the foregoing it is evident 
that more dollar exchange to buy our products can be made available in 
three ways: (1) by further donations, which obviously is not a valid basis 
of trade; (2) by further loans, which are valid if based upon proper 
security and prospects for repayment, although interest payments will 
depend upon our receiving them in forms acceptable to the borrowing 
countries; and (3) through imports of goods and acceptance of services. 
In principle the position of the United States in international trade should 
be clear: to maintain our exports and receive payment for them we must 
also accept goods and services in return. In practice, however, we arc 
only partially consistent with the principle for it runs counter to long- 
established attitudes and conflicts with interests of domestic agricultural 
and industrial groups which have profited by protection of their trade. 

Summary 

United States foreign trade in agricultural products is more significant 
in its effect on prices than in the proportion of products exported or im¬ 
ported. It affects us as consumers, producers, investors, and taxpayers. It 
is based fundamentally upon specialization of production but, in addition, 
becomes the tool for attaining many other objectives of national interest. 

Restrictions upon world trade have become increasingly numerous and 
burdensome since 1914 as a result of disturbed economic conditions. The 
war severely damaged the productive capacity of many nations. The 
scarcity of goods and gold together with trade restrictions have made the 
pattern of foreign trade very confused. Much of our trade during and 
since the recent war has been financed by grants and loans of the United 
States. Unless these grants and loans are to be continued the balance of 
future payments to us must rely upon larger imports or foreign invest¬ 
ments. 

Historically agricultural exports of the United States increased until 
1900. Since that date they have followed a downward trend which was 
interrupted temporarily by World War I and again by the recent war. 
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Contributing to this downward trend were our expanding population and 
an increasing rate of industrialization here, increased competition abroad, 
and a rapid expansion in the use of trade restrictions both here and abroad, 
particularly after 1930. The volume of imports of farm products has fol¬ 
lowed a similar though less erratic pattern. The recent war led to an ex¬ 
pansion of farm production far beyond domestic needs and prewar 
export levels. The years since 1940 have also brought a heavy demand for 
exports involving products not previously important and on a scale far ex¬ 
ceeding the value of imports. The downward adjustment of these emer¬ 
gency needs is already under way, leaving the outlook for exports un¬ 
certain. 

Under the Reciprocal Trade Agreements the tariff policies both of the 
United States and of other trade-agreement nations have been modified. 
Other efforts to restore more normal w orld trade have been less effective. 
It remains to be seen whether broader bases for trade can be established 
to provide orderly world trade, to curb agricultural production in lines 
of chronic surplus, to case the balancc-of-paymcnts problems, and to relax 
further the barriers to trade in a world of political uncertainty. 

QUESTIONS 

1 . Why is there international trade in farm products? 

2. What proportion of total United States farm production goes into 
export? What part for specific products? 

3. How docs foreign trade now differ from that during the past 35 years? 

4. In what ways is foreign trade limited? Why arc such restrictions used? 

5. How do trade restrictions affect the movement of farm products be¬ 
tween countries? 

6 . How arc payments made between nations? 

7. What agricultural products arc important in United States exports? 
What shifts have taken place? 

8. Distinguish between competitive and noncompetitive imports. 

9. List the important farm products in each group. 

10. What relation do these products have to our tariff structure? 

11. During the last 50 years what have been the trends in our exports and 
imports of farm products? 

12. Should American farmers be more concerned about our foreign or our 
domestic markets? Why? 

13. Should the American market be reserved for American farmers? For 
American manufacturers? 

14. Is the United States moving toward nationalism or internationalism in 
foreign trade? Why? 

15. What relation do trade restrictions have to farm production programs 
in this country? 

16. Why do politics and economics frequently disagree on trade policies? 
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Chapter 12. AGRICULTURAL FINANCE 


Agricultural finance is concerned with the acquisition and management 
of capital in the farm business. Nearly all farm businesses are operated 
as individual proprietorships. Farming like other kinds of business requires 
capital, but it is not necessary that the farm operator have all the capital 
which the business requires. The amount of capital he has largely deter¬ 
mines his position on the agricultural ladder. Without capital he must 
usually work as a hired laborer; some capital may enable him to become a 
tenant; and still more a part-owner, a mortgaged owner, or a full owner. 
The ownership of a farm free from debt has long been held as an ideal by 
American farmers. So strong has been this ideal that farmers have often 
sacrificed greater income and taken undue risks in their attempts to 
attain it. 

Agricultural finance includes a broad field: the principles of farm credit, 
the activities of lending agencies, and the ways in which farmers and 
farmers’ organizations make use of credit. Our approach will be limited 
largely to that of the individual farmer: the place of capital, the means 
of acquiring it, the need for credit in agriculture, kinds of farm credit, 
qualifications of borrowers, characteristics of a good loan, agencies pro¬ 
viding credit to farmers, and the relation of credit to price levels. 

The Place of Capital 

Farming in its simplest form requires land and some equipment, espe¬ 
cially buildings and machinery. As usually carried on it involves also live¬ 
stock and feed. AJ1 these require capital to be invested. Expenses are in¬ 
curred before products are ready for sale, and these call for working 
capital. The total investment in a farm business represents many times the 
annual net income. The aggregate amount of capital associated with farms 
in the United States was the huge total of nearly 54 billion dollars in 1940 
and 122 billion dollars in 1948 (Table 61). Of these amounts 49 billion 
dollars and 100 billion dollars, respectively, represented capital invested in 
the business and household equipment, and 5 billion dollars and 22 billion 
dollars were financial assets or reserves. Debts in these years were 9 billion 
dollars and 10 billion dollars, leaving the amounts owned above debt 

244 



AGRICULTURAL FINANCE 


245 


nearly 44 billion dollars and 113 billion dollars. These high figures for 
1948 were, of course, influenced by the high price level. If the values for 
that year are reduced to the 1940 price level, the total assets were 74 billion 
dollars and the equity above debts, 65 billion dollars. Thus without price 
increases the net value of agriculture increased 48 per cent between these 
dates. 


Table 61. Comparative Balance Sheet or Agriculture, (/sited States, Jan. 1, 1940 

and 1948* 


& 

« 

i* 

fitf" 

, 1 # 

jP 

v i ( 


: 

1 

Item 

1940 

(millions) 

1948 

(millions) 

1940, % 

1948, % 

> 

1 

* 

Assets 

Physical assets: 

Real estate.i 

$33,642 

$62,813 

62 5 

51.5 

i 

I 

N'on-rcal estate: 

Livestock.| 

5,133 

13,451 

9.5 

11.0 


Machinery and motor vehicles. 

3,135 

9,174 

5 8 

7.5 


Crops stored on and off farms. 

2,645 

8,830 

4 9 

7.3 


Household equipmentf. 

4,275 

5,415 

8 0 

4 4 

i 

Financial assets: 

Deposits and currency. 

3,900 

15,600 

7.3 

12.8 


United States savings bonds. 

249 

4,745 

0 5 

3 9 

it. 

;cd 

Ifli 

Investment in cooperatives. 1 

826 

1,916 

15 

1.6 

Total. 

$53,805 

$121,944 

100 0 

100 0 

Claims 

Liabilities: 

Real estate mortgages. 

$6,586 

$4,882 

12.2 

4.0 

dil. 

>r«V 

Non-real estate debt: 

To principal institutions. 

1,983 

2,383 

3.7 

2.0 


To othersj. 

1,455_ 

1,800 

2 7 

1.4 


Total. 

$10,024 

$9,065* 

18.6 

7.4 


Proprietors’ equities.. . 

43,781 
$53,805 ' 

112,879 

01 Al Ai i 

81 4 

t An a 

92 6 

f /iA A 


Total. 

$121,944 

100 0 

100 0 


• A. S. Tostlcbc el al.. The Balance Sheer of Agriculture, pp. 1-2. U.S. Department of 
Agriculture Miscellaneous Publication 672, 1948. 

f Estimated valuation for 1940 plus purchases minus depreciation. 

I Includes individuals, merchants, dealers, and other miscellaneous lenders. 

The very prosperous financial situation of agriculture in 1948, as indi¬ 
cated by the high value of total assets and the low proportion of debt, is 
quite likely to obscure the financial problems which confront some farmers 
in any period and which in past periods of low prices have been almost 
universal. How closely the financial situation of agriculture is tied to the 
general economic level is shown by changes in the total value of physical 
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assets (excluding household equipment). From a value of 42 billion dollars 
in 1910 these assets increased to 80 billion dollars in 1920, the peak price 
°f World War 1 period; then declined to 36 billion dollars in 
1933, the low year of the depression; they recovered to more than 44 bil- 

I abi.e 62. Investment by Farm Types and States in the Middle West, Adjusted to 

1945 Basis* 


Types and states 

Total 

Average investment 
■- 

acres 

Real 

estate 

Non-real 

estate 

Total 

Northern general: 





Ncbr., eastern.. 

163 

319,313 

35,488 

324,801 

111., central and northern. 

142 

18,783 

5,596 

24,379 

Minn., southeastern. 

155 

15,054 

7,538 

22,592 

Mich., central. 

124 

13,470 

4,685 

18,155 

Ohio, north central. 

106 

11,130 

5,012 

16,142 

Dairy: 


III. 

142 

20,211 

7,866 

28,077 

Ind., northern. 

108 

15,796 

6,258 

22,054 

Iowa. 

108 

14,894 

7,418 

22,312 

Wis. 

116 

12,780 

6,927 

19,707 

Cash grain: 


III., central and northern. 

220 

50,772 

9,941 

60,713 

Iowa. 

180 

17,272 

8,111 

25,383 

Nebr., eastern. 

172 

20,498 

4,358 

24,856 

Hog raising: 



Nebr., eastern. 

167 

23,698 

8,096 

31,794 

Ill. 

128 

21,438 

6,850 

28,288 

Iowa. 

149 

17,788 

8,208 

25,996 

Ind., central. 

111 

17,141 

7,930 

25,071 

Cattle feeding: 


III., central and northern. 

223 

37,859 

15,450 

53,309 

Iowa. 

243 

31,102 

16,640 

47,742 

Nebr., eastern.. 

183 

28,627 

11,691 

40,318 

Southern general: III., southern_ 

150 

10,483 

3,838 

14,321 

Tobacco and livestock: Ky.f. 

171 

13,501 

3,679 

17,180 


* Capital Needed to Farm in the Midwest, pp. 10, 12. Minnesota Agricultural Experiment 
Station Bulletin 389, 1946. 

t Located in outlying bluegrass and pennyroyal type of farming areas. 

lion dollars in 1940 and to the high point of 94 billion dollars in 1948. On 
the other side, debts on real estate alone rose from 3 billion dollars in 1910 
to nearly 10 billion dollars in 1925, held above 9 billion dollars through 
1932, then declined, falling below 5 billion dollars in 1945. Postwar price 
adjustments will likely again place more emphasis upon financing prob- 
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lems, although the extreme situation of the depression period is not likely 
to recur. 

Financing agriculture is not a single problem, but consists of the com¬ 
bined problems of a large number of individual farm units. For each unit 
the financing problems are different, for the welfare of the farmer and his 
family depends not only on securing the right amount of capital, but also 
upon how well this capital is invested in a business of economic size and 
upon the degree of managerial ability with which the whole farm is 
operated. It is the combination of these elements which produces the in¬ 
come necessary to retire debts or to accumulate reserves. The amount of 
capital and the type of management would be expected to vary with 
different areas and different types of farming. That this is so is illustrated 
by average investments in groups of established farms in Middle Western 
states (Table 62). These figures represent the physical assets (excluding 
cash operating reserves and household equipment) adjusted to the 1945 
price level. Total average investments per farm ranged from S14.000 to 
more than $60,000; real estate from SI0,000 to more than 550,000; and 
non-real estate from less than 54,000 to nearly 510,000. In five of the 21 
groups shown the real estate investment was below 520,000, and in seven 
the non-real estate investment was below $6,000. In area these groups of 
farms averaged 106 to 243 acres, representing the smaller family size units. 
Other geographic sections and types of farming would show still different 
investment patterns. 

How Capital Is Acquired 

Capital may be acquired in one or more of four ways: by gift or in¬ 
heritance, marriage, saving, and borrowing. For the man who receives 
as a gift or inherits cash or a farm, equipped and fully paid for. the prob¬ 
lem of acquiring capital is solved; his problem is one of management. Often 
an inheritance in land includes debts as well as assets, and these debts must 
be paid off sooner or later. Even more commonly a farm is left to several 
heirs. Usually it is not good policy to divide the farm, and some of the 
heirs may desire their portions in money rather than real estate. The farm 
may be sold and the proceeds divided, one heir may operate the undivided 
estate as a tenant; or he may assume ownership and contract to pay off 
the other heirs. In any case he has acquired capital; in two of these cases 
an equity in the farm, and he may also have acquired difficult problems 
of financing as well. 

Acquiring capital by marriage is not greatly different from that by in¬ 
heritance. Much the same problems arise, particularly if the capital is in 
the form of real estate and carries debts against it. Whether capital is 
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acquired by marriage or inheritance, its acquisition does not necessarily 
provide experience for its management. 

Most capital is the result of saving, of spending less than one’s income. 
This practice is a good financial rule at any stage, but is particularly im¬ 
portant for the beginner or for the accumulation of a reserve for expand¬ 
ing the business or for greater security. The accumulation of some capital 
by saving may be slow, but it often makes possible the borrowing of 
additional capital. 

Capital may also be acquired by borrowing, i.e., by renting capital saved 
by others. This method involves an element of risk but provides an oppor¬ 
tunity of progressing at a faster rate than by saving. Indeed, certain steps 
toward farm ownership can scarcely be achieved without borrowing, and 
many operations on the farm may be undertaken by using borrowed 
capital that would be seriously limited if not impossible without it. Much 
of the consideration given to agricultural finance centers about the means 
of getting, safeguarding, and repaying borrowed capital. 

The Need for Credit in Agriculture 

Few men who desire to farm have enough capital to get started without 
financial assistance. Those who are established often do not have funds 
available when needed for constructive purposes. For short-term purposes 
it may be more desirable to borrow than to keep funds available which 
would be idle during most of the year. 

Demands for extra funds arise from many sources. Crop production is 
highly seasonal; heavy expenses are incurred for labor, seed, motor fuel, 
and the like several months before the crop is ready to market. At times 
weather hazards destroy all or a large part of the crop and reduce the 
expected income. Conditions may indicate the desirability of holding 
rather than marketing a crop at harvest time. Livestock enterprises require 
periods of different lengths to pay out. One class of cattle may be fed for 
two months, others for different periods up to 18 months. An investment 
in a dairy or beef herd may not be fully repaid for several years. 
Machinery has to be acquired and replaced as it wears out. Price declines 
may reduce incomes and make borrowing necessary. Emergencies may 
arise also because of accident, illness, fires, tornadoes, or other causes. 
Operating and personal expenses of these kinds occur with both owner- 
operators and tenants. 

The system of tenancy fills a distinct credit need for it enables a man 
with limited capital to farm a unit of economic size, the landlord furnishing 
the real estate capital. This capital combination of tenants with limited 
capital and landlords, usually without facilities to farm, applies to more 
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chan 60 per cent of the farms in some counties. In the South the averages 
for some whole states exceed this figure. 

In acquiring farm real estate it is usually necessary to buy a farm large 
enough to make an economic unit for the kind of farming to be followed. 
The whole farm must be bought at once; it is not available by shares as is 
the stock of a corporation. Moreover, the rate of turnover is slow. Under 
normal conditions a period of 25 to 35 years is necessary to pay for a 
farm from its income. For most buyers these conditions mean the use of 
substantial amounts of credit over a long period of years. Maintenance out¬ 
lays at times may be high to construct new buildings or provide drainage 
or soil conservation. 

The need for credit is particularly great when a man becomes a tenant 
and when he becomes an owner. At such periods he must usually rely 
heavily on credit and assume abnormal risks to achieve the change in 
position. 

Kinds of Farm Credit 

The need for agricultural credit is determined in part by characteristics 
peculiar to farming. Such characteristics arc the seasonal nature of produc¬ 
tion, susceptibility to unusual hazards, high credit needs in relation to 
gross income, relatively small business units and small-size loans, long 
distances between the farmer and lending agency, wide fluctuations in 
prices of products, close relationship between the farm business and farm 
home, and the aspiration toward farm ownership.' Because of these char¬ 
acteristics, types of credit developed for industrial use have often been 
poorly adapted to farmers’ use, hence the demand for special kinds of 
agricultural credit. 

Credit as applied to farmers may be classified in many ways. One classi¬ 
fication is for consumption and farm-business purposes. Consumption 
credit applies to cases in which the return is measured in personal enjoy¬ 
ment and standard of living rather than in its direct effect upon the farm 
income. A vacation trip, furniture, household equipment, clothing, an 
automobile for personal use, or improvement of the farm home are illustra¬ 
tions. A washing machine is a personal outlay and that for a cream 
separator is business. Even this distinction is not clean-cut; the washing 
machine is used to wash clothing for the hired man, and the separator 
provides cream for the family’s breakfast. The use of credit for con¬ 
sumption purposes is often questioned. It, of course, can be misused like 
any other kind of credit; the real test is whether there will be ample funds 
to pay the loan when it comes due. 

'William G. Murray, How Should Agriculture Be Financed? Journal of 
Farm Economics , Vol. XXII, No. 1, February, 1940, p. 142. 
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he meets his financial obligations, and the accuracy of the information 
furnished. To be a safe risk he should have also a thorough knowledge 
of the work he is undertaking, ability to manage it, to apply improved 
methods, and to keep losses to a minimum. 

The financial position of the borrower is commonly shown by a net 
worth statement which shows his assets, his debts, and his equity or net 
worth at the time. The amount of capital under his control, his equity 
in it, and the kind and amount of debts have much to do with his ability 
to repay. His progress is measured bv the extent to which his net worth 
increases from year to year. 

The farmer’s repayment capacity is best shown by a well-kept farm 
record book which shows his net income after operating expenses and 
depreciation arc deducted. It should show also some basic measures of 
management such as size of business, crop yields, livestock production, 
sources of income, and control of expenses. I he level of living costs also 
affects repayment ability. Capacity to pay should include also a definite 
plan of repayment. For a going business, capacity to pay outranks security. 

Funds borrowed should in most cases be for productive purposes and 
should be applied to the purpose for which they were secured. Purposes 
differ greatly in their urgency. Seeds, feed, and motor fuel arc necessities 
if the business is to go on. Some less urgent purposes often can be deferred 
or ruled out if judgment and self-restraint arc employed. 

Security or collateral guarantees payment in case the anticipated means 
of repayment fails. The ability of the borrower to pledge assets to a lender 
goes back to the net worth statement-to the amount of net worth and the 
debts outstanding against the assets. In cases in which loans have been 
secured from several lenders unpledged assets may be in a risky position 
if one lender attempts to collect his loan. 

The emphasis placed upon these qualifications varies among lenders. 
Character loans, supported only by a note of the borrower, arc frequently 
made. Some borrowers can satisfy all the qualifications; others cannot. 
The borrower and lender have mutual interests; both suffer if credit is 
extended too easily. A good credit rating is a valuable asset. 

Characteristics of a Good Loan 

The most effective use of credit in agriculture calls for those character¬ 
istics in a loan which will fit it to a farmer’s needs and ability to repay. 
These characteristics may be classified as the length of term, the amount of 
the loan, its cost, method of repayment, and service provided. 

The length of term is properly related to the purpose of the loan and 
should provide for completion of the project and liquidation of the loan 
from the receipts. Short-term loans for crop production or buying feeder 
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year to repay, so if limited to a year should provide for renewal Real 

estate loans must usually run for a period of years. Straight-term loans 
for 5 years or more should be limited to cases in which the means of pay¬ 
ment is certain. In most cases annual reduction of principal is desirable. 

™V h ll PUTp0S r rCaI CSta , te ,oans . are c °mmonly amortized for periods of 
o 40 years. In areas of high risk the shorter periods are preferable. A 
ong period requires smaller annual payments but larger total payments, 
while a short period means higher annual payments but less total cost. The 
length of term should not be too long; examination of one application to 
refinance a barnyard” loan disclosed that the original loan had been 
secured to buy a team of horses 15 years earlier. 

The amount of the loan should be adequate to supply the needs of the 
borrower, be repayable out of income, and not exceed a safe relationship 
to the security, b or many short-time needs a budgeted basis is desirable, 
permitting funds to be drawn as needed and retired as cash becomes avail¬ 
able. I*or real estate loans the amount is based upon appraisals which 
eva uatc carefully the current value and productive capacity of the 
property. For high-risk areas subject to unusual climatic hazards, excessive 
erosion, or in which the type of farming is changing, rigid limitations on 
the amount of loans safeguards both borrower and lender. 

Reasonable cost is one mark of a good loan. The cost involves not only 
the stipulated interest rate, but also other fees for applications, appraisals, 
commissions, attorney and abstract service. Lenders differ in the extra fees 
assessed upon the borrower. Interest rates vary also with the purpose 
of the loan, the degree of risk, and the lending agency. Short-time credit 
from credit institutions is cheaper than that from merchants, though the 
credit cost of the latter may be concealed in the price of the product. 
Loans of small size necessarily involve high overhead costs. If interest is 
deducted in advance, the real cost is higher than if it is paid at maturity. 

Un budgeted loans interest charges may be based upon the amount of 
the loan outstanding or on the entire credit account for the full contract 
period On real estate loans both the rate of interest and the length of the 
loan affect the interest cost. For a loan amortized on a 20-year equal- 
payment plan at 4 per cent, total interest amounts to 46 per cent of the 
principal; at 4% per cent to 53 per cent of the principal; and at 5 per cent 
to 59 per cent of the principal. For a 30-year period at the same interest 
rates, total interest cost would be 73 per cent, 83 per cent, and 94 per 
cent, respectively, of the principal. 

Repayment of interest and principal is easier if planned for convenient 
seasons. Crop and feeder livestock loans can be most readily liquidated 
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when the product is sold. Monthly payments from milk checks may be 
more acceptable to the borrower to retire a loan for purchase of dairy- 
cows. The amortized type of real estate loans provides for periodic re¬ 
ductions in principal as well as interest payments. Provision should be 
made, too, for payment of additional amounts when extra income is avail¬ 
able and the interest stopped, for prepaying reserves for low-income years, 
and for total repayment ahead of schedule without penalty. Knowledge 
that the lender is able and willing to work out an adjustment for adverse 
conditions outside the control of the borrower gives assurance. 

Finally, the borrower should look for service that is prompt, courteous, 
and businesslike, and based upon an understanding of his needs. This 
service can be used to better advantage if the office where loans and con¬ 
tacts arc made is within a convenient distance. 

Lending agencies vary in the terms offered on loans. Possibly all the 
desirable characteristics cannot be secured in one loan. Shopping for credit 
is not greatly different from shopping for farm equipment. Whether the 
contract is for a few months or for a long period of years the farmer 
should evaluate the terms offered and select that which best suits his 
conditions. 

Amortization and Normal Value. To amortize (literally, to kill off) a 
loan is to make periodic payments which not only pay interest but also pay¬ 
off the principal during the loan period. It is popularly called “the loan that 
never comes due.” Two plans arc used. Under the usual standard plan pay¬ 
ments arc of equal amounts and apply first to accrued interest and the 
remainder to principal. Under the Springfield plan each payment provides 
for an equal amount to be applied on the principal plus the accrued 
interest. The first payments arc larger and diminish as the loan period 
progresses. For farmers payments arc usually made on a semiannual or 
annual basis. 

Normal value is defined as “the amount a typical purchaser would under 
usual conditions be willing to pay and be justified in pay-ing for the 
property for customary agricultural uses, including farm-home ad¬ 
vantages, with the expectation of obtaining average production and of re¬ 
ceiving normal prices for farm commodities.” 4 This concept was de¬ 
veloped during the depression years on the basis that farms are paid for 
over a long term of years and therefore justified appraisal at higher 
rates than prices of farm products at that time would support. It provided 
a means by which many distressed farm loans could be refinanced. At 
that time the prewar level (1910-1914) of prices of farm products was 
accepted as normal. In applying it estimates were made of the expected 
physical production and sales of the farm and the income valued at the 

4 Annual Report of the Farm Credit Administration, 1946-47, p. 33. 
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“normal" price level was capitalized. Conversely, in a period of abnormally 
high prices of farm products and farm land values normal value acts to re¬ 
duce the amount that may be paid for land on a sound long-time basis. 

Agencies Providing Credit Directly to Farmers 

Of the four divisions of the Farm Credit Administration, two make 
loans directly to farmers. The local agencies are the production credit 
associations, organized under the production credit corporations, and the 
national farm loan associations, organized under the Federal land banks. 

I he other two, the Federal intermediate credit banks and the banks for 
cooperatives, do not make loans directly to farmers, but are an important 
part of the agricultural credit system. The Federal intermediate credit 
banks act as wholesale agencies of credit. They discount farmers’ agri¬ 
cultural and livestock notes for production credit associations, local banks, 
or other credit agencies and make loans to them on the security of such 
paper. I he intermediate credit banks in turn use this paper as collateral 
for issuing securities which arc sold to large investors throughout the 
country. The banks for cooperatives, as their name implies, provide credit 
to cooperative associations engaged in marketing agricultural products, 
purchasing farm supplies, and furnishing farm business services. 

Agencies providing direct credit to farmers arc discussed briefly under 
three classifications, those which provide usual production or short-time 
credit, real estate or long-time credit, and credit to low-income farmers. 

Production Credit. Credit for production purposes is available to 
farmers from commercial banks, production credit associations, in¬ 
dividuals, merchants or dealers, Commodity Credit Corporation, and 
finance companies. The terms under which loans are made by these 
agencies vary greatly. 

Commercial Banks. Commercial banks make by far the greatest amount 
of non-real estate loans to farmers (Fig. 26). These banks, and particularly 
those in the rural areas, arc in a favorable position to extend short-time 
credit. Farmers go to the banks for checking and banking services, the 
financial position of its customers is known to bank officials, and little 
red tape is involved. Some banks have established agricultural departments 
with an agriculturally trained man to service farm loans. Interest rates 
vary widely. Availability of bank loans is by no means uniform from area 
to area or from one time to another since it depends both upon the amount 
of loanable funds and the current lending policies of local bankers. The 
funds loaned are based upon deposits and savings accounts. 

Production Credit Associations. Production credit associations are 
cooperative credit organizations and extend credit to their members. As a 
part of the nation-wide federally sponsored credit system loans are avail- 
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able in all parts of the country through one of the 503 local associations 
(as of June 30, 1948). Borrowers must purchase $5 of class B capital stock 
for each SI00 or fractional amount of the loan. Each such stockholder has 
one vote in electing the board of directors of the association. Interest rates 
arc regulated by law which provides for a limited variation in line with 
local conditions. Funds are obtained largely by discounting farmers notes 
with the Federal intermediate credit banks. 



HELD BY ACTIVE COMMERCIAL 


NON-REAL-ESTATE LOANS 
BANKS. FEDERAL AND FEDERALLY SPONSORED AGENCIES, 
UNITED STATES. JAN. I AND JULY 1. 1910-50 

(EXCLUDES NONRECOURSE 

DOLLARS 
(MILLIONS! 


Farmers Home Admin.tlration 

l.xlwtll «imi|«« lc«« • *« • * C.C. «•••»» 

Production credit assocutions and Federal inlermedlet* 
credit bank discounts Irom other lenders - 

Active commercul b*nks 


u. i. oi»a»i»ini or «c*icuviu*( 


me. 4c«io auac*u or acaicuitum icotiomci 


Fig. 26. Commercial banks have long been the main source for non-real 
estate loans. Since 1933 Federal agencies have also been important sources 
of such credit. 


Individuals. Individuals provide an undetermined amount of produc¬ 
tion credit. Among such individuals arc landlords who furnish credit for 
their tenants; relatives, such as fathers aiding sons; and friends. Such loans 
are likclv to be closely tied to personal interests. The terms of the loans 
depend largely upon individual arrangements, although interest rates 
follow those of local banks. 

Merchants or Dealers. Merchants who sell farm supplies and dealers 
who buy farm products extend much credit to farmers. Merchants extend 
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credit because it helps them to secure business, but such credit is costly, 
as many studies have shown. The amounts are often small, the losses are 
considerable, and additional expense is incurred for accounting, office 
supplies, and collection. Some merchants recognize this cost and sell only 
for cash; others have one price for cash and a higher one for credit 
business. Those who make no difference must take a higher margin; thus 
the cost of merchant credit is often concealed in the price. 

Commodity Credit Corporation. Loans on stored crops, chiefly corn, 
wheat, and cotton, are made or guaranteed by the Commodity Credit Cor¬ 
poration. These loans, most of which are made through banks or other 
agencies, are part of the price-support program, and are nonrecourse loans. 

1 he farmer may sell the mortgaged commodity and pay off the loan plus 
3 per cent interest if the price goes above the loan rate; otherwise he may 
deliver the commodity in full payment of the loan and the interest is 
canceled. Because of price declines large volumes of products were put 
under seal with this kind of loan in 1948 and 1949. The corporation is 
financed by the government, and its operations are subject to changes in 
farm legislation. 

Finance Companies. Finance companies extend credit for the purchase 
of automobiles, household equipment, and miscellaneous purposes. Such 
companies often advertise extensively by mail and radio to supply “cash 
quickly, easily, and in complete confidence, on your own signature.” 
The amount that may be borrowed is usually limited by state laws. Rates 
vary running as high as 3 1 / 2 per cent per month. Such credit obviously is 
not adapted to a farm business and is not important in total amount, though 
some farmers use it. 

Some form of security is normally required on production or short-term 
loans. The most frequent form is a chattel mortgage covering personal 
property of the borrower, usually in an amount considerably greater than 
the face of the loan. Thus a loan to buy feeder cattle would usually be 
secured by a chattel mortgage on the cattle and feed; one for crop produc¬ 
tion by a mortgage on the crop; and to buy machinery on the machines 
bought and other personal property. Credit sales of machinery and other 
equipment are frequently made on title-retaining notes. This method 
avoids expensive court costs in case of failure to pay. Collateral, such as 
government bonds, life insurance policies, or other securities, may be de¬ 
posited with the lender instead of a chattel mortgage. Unsecured loans 
are frequently made by individuals or local banks when the character and 
financial position of the borrower are well known to the lender. 

Real Estate Credit. The major sources from which farmers may secure 
real estate or long-term credit are life insurance companies, national farm 
loan associations, individuals, and commercial banks (Fig. 27). The terms 
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of loans vary greatly. The amortization principle of periodic payments to 
pay interest'and to reduce the principal has been quite generally adopted, 
although some agencies also ofFer straight-term loans. In the best lending 
areas competition has tended to level out interest rates, although lenders 
differ in methods of handling other costs. 

Life Insurance Companies. Life insurance companies arc interested in 
long-term high-grade investments. For this reason they usually limit farm 
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Fig. 27. The acute problems associated with farm mortgage debt financing 
from 1920 to 1935 caused much shifting in the positions of creditor agencies. 
Since 1935 the situation has been more stabilized. 


real estate loans to the better farming areas. Lending policies arc thus 
dependent on company policy rather than agricultural credit needs. Loans 
arc made directly to farmers through branch offices located in the lending 
territory and indirectly through local banks, mortgage companies, cor¬ 
respondents, and brokers. The rapid increase in land values, 1940 to 1948, 
and the competition to make loans exerted a heavy upward pressure on 
loan standards. This was to the advantage of the borrower if the credit 
granted was not beyond his ability to repay. 

National Farm Loan Associations. The national farm loan associations, 
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and the parent Federal land banks, are cooperative credit organizations, now 
fully farmer-owned. A borrower must purchase stock in the local associa¬ 
tion to the amount of $5 for each $100 or fraction thereof of the loan. 
Through the 1,257 local associations (June 30, 1948) loans are available 
in all parts of the country. Because some other agencies limit their lending 
territory, the national farm loan associations arc the most important lenders 
in areas of lower land values or of higher risks. Loans are wholly amortized 
for periods usually of 20 to 34 '/» years, at a 4 per cent interest rate. The 
lending limit on real estate loans since 1945 has been 65 per cent of normal 
value. Authority for making supplementary loans through the Land Bank 
Commissioner expired July 1 , 1947. 

Individuals. Except for two years in the depression period the value 
of real estate loans made by individuals since 1910 has exceeded that of any 
other agency. These loans enter the picture in many ways. The seller of a 
farm often accepts a mortgage from the buyer and thus becomes a lender. 
Relatives may provide funds for land purchase, and other individuals may 
invest funds cither directly or indirectly in farm mortgages. Along with 
individuals are various organizations which desire to invest funds for long 
periods. Endowed institutions such as colleges and hospitals are illustra¬ 
tions. Loans from individuals have less permanence than those from 
organizations. In the relationships of borrower and lender much depends 
upon the extent of their mutual interests. A wide range of terms would be 
expected to prevail. 

Commercial Banks. Because of the character of their assets and the 
demand that may be made upon them, commercial banks are better suited 
to make short-term than long-term loans. For some kinds of banks legal 
restrictions limit the funds that may be used for longer term investments 
and the periods for which such funds may be invested. As indicated earlier 
banks frequently make loans which are later turned over to other credit 
agencies. 

As noted above a distinction frequently arises between agencies which 
originally make real estate loans and those which in reality furnish the 
funds and receive the interest from the loan. That loans are transferred is 
an advantage to the borrower in that he may have access to a wider range 
of investment funds, and to the lender in providing a wider outlet. 

The usual security for a real estate loan is a first mortgage on the real 
estate. A mortgage is equivalent to a deed to the property. The title reverts 
to the borrower if he fulfills the conditions of the loan contract. In some 
transactions funds are secured from two sources. In that case the major 
lender takes a first mortgage and the lesser lender a second mortgage. In 
case of foreclosure the first mortgage must be fully liquidated before the 
holder of the second receives anything. 
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Credit for Low-income Farmers. Even' in prosperous times there are large 
numbers of farmers and of people who wish to become farmers who 
cannot qualify for credit from the usual agencies, because of meager assets 
and low incomes. The Farmers Home Administration was created in 1946 
to aid such families to get ahead so they can later qualify for ordinary 
types of credit. It is the outgrowth of depression-relief work begun in 
1934 and replaced the Farm Security Administration. The loans made go 
beyond the extension of credit, for a farm and home-management plan is 
developed and supervision and assistance given during the loan period. 
Three types of loans are made. 

“Annual" loans arc made for seasonal or emergency needs and arc 
normally for small amounts. “Operating" loans for production and sub¬ 
sistence are made for securing livestock, farm and home equipment, feed, 
seed, fertilizer, and other essentials. These loans run from 2 to 5 years with 
interest at 5 per cent on the unpaid balance, repayable in yearly install¬ 
ments in line with the borrower’s expected income. The plans provide 
for making each family as self-sufficient as possible in its food supply. 

Loans have been made since 1937 also to tenants to purchase farms. 
A‘‘direct” loan can be for as much as 100 per cent of the purchase price, 
amortized for a 40-year period at 4 per cent with repayments on a variable 
basis (Fig. 27). Funds for the annual, operating, and direct land-purchase 
loans arc appropriated by Congress. For an “insured" loan, the borrower 
makes a down payment of 10 per cent and the 90 per cent is advanced 
by an outside agency, the mortgage being insured by the government. 
Otherwise the terms arc like those of a direct loan. 

Veterans have been given preference in these FHA loans. To date the 
plan of making loans to low-income farmers, aided by a rising price level, 
has been quite successful. Its scale of operation has been limited by the 
amount of funds appropriated. It has not yet encountered a severe test of 
falling prices. While these types of credit have been popular, there is 
much difference of opinion as to how far the government credit should 
be used in a program whose primary purpose is social progress. 

Price Levels and Credit 

The judicious use of both production and real estate loans is closely 
related to current and prospective price levels. Moreover, a part of our 
present agricultural credit structure has been developed as a result of the 
vicissitudes of price levels during the past 40 years. A brief review of 
agricultural financing problems during this period will show the sig¬ 
nificance of price levels and why some of our present credit agencies were 
created. 

Credit Problems, 1910 to 1950. The general picture of farm produc- 
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tion, prices, and income since 1910 has been presented in earlier chapters 
(Tables 9, 10, 11 , and 15). Except in the heavy-producing cotton states 
of the South, the value of land and buildings had followed an upward 
trend from 1860 to 1910 (Table 4). Since 1910 these values have followed 
the same general trends as prices of farm products. Land values rose to 
a high point in 1920, when they were 70 per cent above the 1912 to 1914 


Table 63. Value or Land and Buildincs per Acre, United States and Selected States, 

1910-1949* 


Year 

United 

States 

Mass. 

Pa. 

III. 

Nebr. 

Miss. 

Texas 

Calif. 

mm 

$40 

$68 

$56 

$108 

$47 

$18 

$16 

$52 

id 

69 

99 

75 

HI 

88 

43 

32 


1925 

54 

108 

72 

:l5fl 

60 

29 

28 

115 


49 

130 

79 

ml 

56 

33 

29 

112 

1935 

31 

116 

54 

Kfl 

34 

19 

19 

76 

1940 

32 

109 

59 

82 

24 

25 

19 

71 

1945 

41 

128 

67 

116 

36 

33 

25 

99 


Index numberst (1912-1914 - 100) 


1915 

m 

98 


102 

101 

97 

103 

111 

1920 

sss 

140 


160 

179 

218 

174 

167 

1925 


132 


115 

ml 

136 

146 

164 

1930 

115 

131 


91 

Ini 1 

122 

138 

160 

1935 

79 

111 

82 

61 

El 

90 

91 

115 

1940 

84 

113 

«E1 

75 

58 

■3 

99 

121 

1945 

126 

133 

MM 

112 

86 

165 

137 


1946 

142 

141 


124 

% 

196 

150 


1947 

159 

145 


141 


216 

165 


1948 

170 

154 

ml 

150 

rj 

238 

187 

234 

1949J 

175 

159 

ca 

158 

n 

251 

187 

215 


* U.S. Census. Figures rounded to nearest dollar. 

t Current Developments in the Farm Real Estate Market. U.S. Department of Agri¬ 
culture, April, 1949. 

J Preliminary. 


average; then declined until 1933, when they were at a point 27 per cent 
below prewar. The increase was moderate from 1933 to 1941, then at a 
sharply accelerated rate to 1948, when real estate values were 77 per cent 
above the 1912 to 1914 average and 4 per cent above the 1920 peak (Table 
63 and Fig. 28). From this 1948 peak some decline took place but an up¬ 
ward trend was resumed late in 1950. Land values by states show greater 
variations than those for the country as a whole. Likewise counties with 
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the more productive land greatly exceed the state average. In Illinois, for 
example, land values in some counties were nearly double those for the 
state in the land booms associated with both war periods. 

The Upswing, 1910 to 1920. During periods of rising prices, produc¬ 
tion or short-term loans expand in total amount as a result of more loans 
and of higher prices. They occasion little difficulty while prices arc rising 
because the value of products by which they are paid is also rising. In a 
period of falling prices, however, particularly if the decline is rapid, they 


VOLUME OF FORECLOSURES AND ASSIGNMENTS. VOLUNTARY 
TRANSFERS. AND INDEX NUMBERS OF VALUE PER ACRE 
OF FARM REAL ESTATE. UNITED STATES. 1912-49 
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Fig. 28. Falling land prices after 1920 and the prevailing use of 5-year mort¬ 
gages led to a very sharp rise in loss of farms. In the recent land boom less 
dependence has been placed on credit and most loans have been amortized 
over much longer periods. 

run into serious difficulty. Following 1920 and 1929 such difficulties were 
widespread. 

Real estate loans likewise are susceptible to price changes but in a 
different way because of the longer periods of time involved. During the 
long period of rising land values from 1860 to 1920 most real estate loans 
were made for a 5-ycar period, some for even shorter periods, and oc¬ 
casionally for 7 or 10 years. Annual payments were required for interest 
only, the entire principal being payable at maturity. Credit on this basis 
was considered satisfactory; from the lender's standpoint the value of the 
security was steadily becoming greater; from that of the borrower the 
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loan represented a decreasing proportion of current value. Neither the 
lender nor borrower expected that the loan would be paid off at maturity; 
with increasing land values renewals could be made with little difficulty. 

As values increased rapidly, particularly after 1916, the total value per 
farm was larger, involving larger amounts of credit. Many persons during 
the boom bought farms with only a small down payment, expecting to turn 
them again and make a profit. Moreover, a rising trend of land prices, and 
especially a land boom, stimulates buying. This is natural, for the sooner 
one buys the lower will be the price to be paid, and if he is a speculator, 
the greater the chance for profit. 

Short-term loans expanded somewhat in the earlier years of the period, 
more rapidly after 1916, and at a very high rate during the postwar 
boom. It was a period of optimism with heavy investments in livestock, 
machinery, and farm improvements. 

1 he Downtrend , 1920 to 1933. The sharp reversal in prices of farm 
products about the middle of 1920 quickly changed the picture. Land 
values fell quickly, prospective buyers postponed action, for in a falling 
market the longer one waits the lower the price is likely to be. Many who 
had bought at high prices with small down payments found interest pay¬ 
ments excessive and soon lost the farms. The problem had changed from 
one of acquiring credit to one of paying for credit previously acquired. 

I he falling price level not only destroyed land values, but made current 
payments of interest and principal more difficult. It also undermined 
security for it is the buyer’s equity and not the mortgage that shrinks. 
Many short-time debts, particularly for livestock and machinery pur¬ 
chased, could not be paid and had to be refinanced with real estate loans. 
Credit was harder to get. The last result became painfully apparent when 
the 5-year mortgages of the boom period matured. At the lower level of 
land values many loans could not be renewed, and foreclosures increased 
rapidly (Fig. 28). 

With the subsequent drastic decline in farm prices in 1929, farmers in 
debt faced another situation even worse than that just described. Reserves 
had been exhausted; prices were at a lower level, requiring a larger volume 
of product to meet fixed expenses, and credit had almost disappeared. 
Funds from insurance companies, the most important lender at the time, 
were greatly reduced by lapses and cash surrenders of policies and 
demands for policy loans. The Federal land banks were unable to market 
their bonds so as to secure loanable funds within legal rate limits, and the 
joint-stock land banks were in effect being liquidated. The need for 
liquidity had reduced real estate lending by commercial banks following 
1920, and the debacle of 1929 crippled them seriously. From 1930 through 
1933, 7,870 banks, mostly in agricultural areas, suspended business, causing 
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additional losses. 5 Individuals who normally furnish a substantial volume of 
mortgage credit also had less funds because of the general condition and 
were reluctant to lend in an unstable situation. While lenders generally 
extended leniency to borrowers whenever possible, foreclosures reached 

an extremely high peak in 1932. 

The volume of short-term credit was greatly decreased through forced 
liquidation of loans, and the possibilities of converting short-term loans 
into long-term mortgage loans were almost nonexistent. Because of the 
serious banking situation in many areas no short-time credit was available 
through the usual sources; in others it was available only for selected pur¬ 
poses to those farmers whose credit ratings and security were still good. 
In some areas in Illinois many farmers were borrowing from small loan 
companies which at that time were permitted to lend up to $300 at 3 Vi 
per cent a month. 6 

The Way Out , 1933 to 1941. To alleviate this desperate financial 
situation in agriculture the Farm Credit Administration was set up in 1933. 
Credit from government sources had been provided earlier in emergency 
feed and seed loans dating from 191«. the Federal land banks organized 
in 1916, the Federal intermediate credit banks in 1923, and the Regional 
Agricultural Credit Corporation in 1932, but they were unable to cope 
with the critical situation. These various governmental credit institutions 
operating at that time were transferred to the Farm Credit Administration 
and the scope was greatly broadened. The country was divided into 12 
farm credit districts, in each of which was established a Federal land 
bank, a bank for cooperatives, a Federal intermediate credit bank, and a 
production credit corporation. 

The Federal intermediate credit banks and the banks for cooperatives 
did not lend to individual farmers. The former provided a source of funds 
to the production credit associations, while the latter, through assistance 
to farmers’ cooperatives, helped the situation indirectly. 

The production credit corporations through the local production credit 
associations made loans to farmers adapted to their short-term credit re¬ 
quirements. These organizations relieved this phase of the problem until 
more favorable conditions brought other lending agencies back into the 
field. 

The Federal land banks through the national farm loan associations made 
real estate credit available. Several new' features w'ere provided. The 
Federal land banks originally set up in 1916 were greatly expanded and 

‘Norman J. Wall, Agricultural Loans of Commercial Banks, p. 22. U.S. 
Department of Agriculture Technical Bulletin 521, 1936. 

*L. J. Norton, Short-term Credit. Journal of Farm Economics , Vol. XV, 
No. 2, April, 1933, p. 346. 
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made available to a wider range of borrowers. The long-term amortized 
loan providing for semiannual payments of interest and principal avoided 
the difficulties of paying off or renewing loans at 5-year intervals. Ap¬ 
praisals for these loans were made on the basis of normal agricultural 
value. In practice this meant the farm’s ordinary physical production and 
sales valued at prewar (1910 to 1914) values. This normal-value concept 
permitted appraisals in many cases at values considerably higher than 
current sale values, hence facilitated refinancing of distressed loans. As 
emergency features, postponement of principal payments and reduction 
of interest rates were permitted temporarily. Finally the Land Bank Com¬ 
missioner’s loan was provided. 

The Federal land bank loans at that time were limited to 50 per cent 
of the appraised value of the land plus 20 per cent of the insurable value 
of farm improvements. In addition an amortized commissioner’s loan could 
be secured to expand the total of the two loans up to 75 per cent of the 
appraisal value. This supplementary loan was limited at first to $5,000, 
later expanded to $7,500. It carried a rate of 5 per cent and was secured 
when so used by a second mortgage on the real estate. The commis¬ 
sioner’s loan was used also for situations which could not qualify for a 
Federal land bank loan, loans being made up to 75 per cent of appraised 
value on first-mortgage security. The refinancing made possible by the 
Land Bank Commissioner loans helped many farmers retain their farms 
and incidentally aided other lending agencies by taking over part of their 
distressed mortgage loans and by refinancing short-term loans on a 
mortgage basis. The part played by the Federal land bank and Land Bank 
Commissioner loans in the emergency is indicated by the fact that such 
loans represented 73.8 per cent of the value of all farm mortgages recorded 
in 1934 in the United States. 7 Almost all these loans were for refinancing 
loans on farms in distress. 

Even this extensive help could not relieve the distressed situation of all 
farmers, and large numbers of farms which were refinanced by the Federal 
agency had to be foreclosed. The rate of foreclosures declined rapidly, 
however, as the mortgage loan situation was eased and the general eco¬ 
nomic situation improved. Acquisition of farms was a common experience 
of lenders throughout the decades of the twenties and thirties. These 
properties had to be improved, managed, and operated until conditions 
were stable enough that they could be placed on the market. 

Agricultural credit for low-income families was developed as a result 
of the depression. It was initiated as a relief program for depression- 
destitute farmers who would otherwise have been on relief. This rural 
rehabilitation work developed in 1937 into the Farm Security Administra- 

7 Annual Report of the Farm Credit Administration, 1947-48, p. 94. 
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don which provided a specialized type of farm-production credit for low- 
income farmers who were unable to meet the usual business-credit 
standards. Along with the credit this governmental agency provided 
supervision of farm- and home-management practices. Through its tenant- 
purchase program long-term amortized loans for farm ownership were 
made to low-income farmers who had working capital and the potential 
capacity to become successful owner-operators. In 1946 this agency was 
reorganized on a permanent basis as the Farmers Home Administration 
and its scope somewhat broadened. Because it operates at a lower level, 
it docs not compete directly with other agencies providing farm credit. 

From 1933 through 1941 the trend was again upward but at a rather 
slow pace. Prices of farm products improved, land values strengthened, 
commercial banks and insurance companies resumed lending on farm 
land. Total farm mortgage debt was declining, but more of this decline 
represented losses through foreclosure than repayments of principal. The 
rare of foreclosure was shrinking, however, and bv 1941 was only about 
one-fourth as high as in 1932. Indebted farmers generally were on the 
way back, but the going was still difficult. 

While the measures listed afforded much relief in the desperate farm 
credit situation, the general economic improvement following 1933 was, 
of course, the result of many forces. It was this improvement in the general 
situation which permitted the gradual restoration of balance not only 
in agriculture but in the whole economy. 

The Land Doom , 1941 to 1950. The period of World War II, with 
its high demands for farm products, produced another land boom. As 
compared with the World War I land boom it started from a lower 
level, lasted for a longer period, and attained a higher level. From Mar. 
I, 1941, to Mar. 1, 1949, land values for the country as a whole increased 
approximately 1 per cent a month (Fig. 28). In 1948 the level of 1920 was 
reached, and by early 1949 that level was exceeded by 4 per cent. Mean¬ 
time the large volume of farms repossessed by lending agencies during the 
twenties and thirties had again gone into the hands of private owners. A 
downward trend in land values was initiated with the decline in prices of 
farm products. Despite the large number of land transfers and the rising 
scale of land values, total farm mortgage debt declined 25 per cent during 
the war period. It has increased slightly since the end of the war. This 
situation resulted from the rapid rate of paying off existing loans and the 
relatively high proportion of sales either on a cash basis or with large 
down payments and only moderate use of credit. In individual cases the 
debts acquired may prove to be burdensome. Short-term loans excluding 
those of the Commodity Credit Corporation on stored crops have in¬ 
creased only moderately during this period. 
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From the financial developments of the period 1910 to 1949, it is evident 
that the soundness of farm loans, both long-term and short-term, depends 
in large measure upon general economic conditions and the resulting price 
level. The effects of these conditions on lending agencies and the avail¬ 
ability of mortgage credit are indicated by the ebb and flow of mortgage 
recordings by various types of lenders (Table 64). Although the condi¬ 
tions of the loan, the relative debt load of the borrower, and the policies 
of lenders have much to do with the possibilities of weathering a period of 
adverse conditions the position of the price level fundamentally determines 
the soundness of long-term loans. 


Table 64. Farm Mortcage Loans Made or Mortcaces Recorded by Lenders in 

Selected Years, United States* 

(In Millions of Dollars) 


Year 

Loans made 

Mortgages recorded 

Total all 
lenders 

Federal 

land 

banks 

Land- 

bank 

commis¬ 

sioner 

Joint- 

stock 

land 

banks 

Indi¬ 

viduals 

Commer¬ 
cial banks 

m 

Other 

1912 

• • • 

• • • • • 


*819 

*252 

*144 

*158 

*1,373 

1916 

• • • 

• • • • • 

... 

942 

455 

235 

205 

1,837 

1920 

$67 


*24 

2,144 

663 

387 

345 

3,630 

1924 

162 


75 

770 

476 

346 

244 

2,073 

1932 

27 


2 

414 

263 

75 

122 

903 

1934 

730 

*553 

t 

249 

131 

53 

104 

1,820 

1938 

55 

33 


249 

205 

133 

55 

731 

1940 

56 

30 

• • • 

224 

222 

150 

73 

754 

1944 

64 

31 

... 

382 

251 

167 

74 

969 

1948 

138 

n 

... 

488 

470 

252 

82 

1 ,431 


* Annual Report of the Farm Credit Administration, 1947-48, p. 135. Calendar years 
1912-1934; fiscal years 1938-1948. Figures rounded to nearest million. 

t Placed in receivership, 1933. 

x Discontinued July 1, 1947, except for refinancing loans previously made. 

The Credit Situation in 1950. Despite the fact that both land values 
and the rate of transfer have risen to higher peaks than in the land boom 
following World War I, the general position is more sure. Agriculture as a 
whole is in an unusually solvent position as indicated by the volume of 
financial assets. In this period a higher proportion of buyers have been 
farmers; and a much larger proportion of transfers have been on a cash 
basis. Total mortgage debt is less than 60 per cent as high, and most of the 
debt is on an amortized basis. Credit institutions have been developed that 
are better suited to farmers’ needs; commercial banks are protected by 
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Federal deposit insurance; and all lending agencies have had the recent 
sobering experience of working out of difficulties. Moreover farm incomes 
are partially guaranteed by price supports. 

While these conditions provide insurance against general disaster like 
that which occurred in the twenties and thirties, a downward adjustment 
of prices of farm products can again be the cause of serious difficulties to 
individual farmers who arc overburdened with debt and a shrinkage in 
the value of all kinds of farm assets whether mortgaged or clear. Financing 
is after all an individual problem. 

Summary 

The control of capital properly invested and well managed to a large 
extent measures a farmer’s position and income. Capital may be acquired 
by gift or inheritance, marriage, saving, or borrowing. Borrowed capital 
or credit is frequently needed in the farm business for operating expenses, 
for securing livestock and equipment, for land purchase, and for refinanc¬ 
ing existing debts. On the basis of the purposes served ordinary credit may 
be designated as production and real estate credit. Special types of credit 
provide for low-income farmers who cannot qualify for the usual forms. 

To meet the risk hazards of lenders, borrowers should be able to present 
evidence of good character, favorable financial position and progress, 
capacity to repay, constructive use of the funds loaned, and reasonable 
security. The borrower in turn should look for a loan suited to his needs 
and ability to repay as to loan period, amount, cost, methods of repayment, 
and service provided. 

Production credit may be secured from commercial banks, production 
credit associations, individuals, merchants or dealers, Commodity Credit 
Corporation, and finance companies. Real estate credit is provided by life 
insurance companies, national farm loan associations, individuals, and com¬ 
mercial banks. Terms vary with different agencies. Credit for low-income 
farmers for both production and real estate purposes is furnished by the 
Farmers Home Administration. 

The sound use of farm credit is closely tied to present and prospective 
price levels. This fact was amply illustrated by the rapid expansion of 
credit from 1910 to the peak in 1920 and its contraction and collapse from 
that peak until 1933. With the development of governmental and govern¬ 
ment-sponsored credit agencies, new lending terms were devised and the 
credit situation was relieved although a high rate of foreclosures con¬ 
tinued for some years but at a diminishing rate. Improvement in the gen¬ 
eral economic situation established a semblance of balance before a new 
land boom was initiated with the recent war period. While this land 
boom exceeded the previous one in many respects, basic credit conditions 
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in agriculture are superior to those of the earlier period. A price decline 
mav cause difficulty in individual cases, but a credit collapse appears 
unlikely. 


QUESTIONS 

1. What is capital? Farm credit? How does credit differ from debt? 

2. Why do farmers need credit? What kinds of credit do they need? 

3 . Will credit help all farmers in debt? For what purposes is its use 
justified? 

4 . What limitations arc necessary in its use? 

5. Why has American agriculture normally carried a heavy debt load? 

6. Trace the relationship of this debt load to trends in the business situa¬ 
tion since 1910. 

7. What changes have taken place in this period in land prices? Debt 
structure? Basis of farm loans? 

8. In what ways has the government aided the farm credit situation? 

9 . What agencies provide farm loans of various kinds? 

10. What is a straight loan? An amortized loan? 

11. What is a real estate mortgage? Chattel mortgage? Collateral? 

12. What conditions make a farmer a good credit risk? 

13. What relation do price levels have to the use of farm credit? 

14 . What effect, if any, do interest rates have upon the price of land? 

15. What is "normal” value? How docs its use affect loan values in periods 
of deflation? Inflation? 

16 . Arc the credit problems which followed the land boom of 1918 to 
1920 likely to be repeated following the recent land boom? Why or why 
not? 


EXERCISE 

Amortization of a farm loan. Secure from local farm credit agencies typical 
values for: (a) appraisal values per acre for land; ( b ) appraisal values for 
buildings; ( c ) sale prices of land. 

Using amortization plans of the Farm Credit Administration or other 
credit agency and assumed amounts of cash for the prospective purchaser 
calculate amounts required for each regular payment, total payment, and 
total interest payment. 
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Chapter 13. TAXATION AND THE FARMER 


The American farmer like other citizens is kept constantly aware that he 
lives in a tax-ridden world. By Jan. 15 or Mar. 15 he must file an income- 
tax return; he receives each spring a bill for taxes on his real estate; and 
about Apr. 1 he is visited by the assessor who lists his personal property, 
both farm and household, for tax purposes. Each year he must get a license 
for his automobile and truck, and at longer intervals drivers’ licenses for 
various members of the family. Even more frequently he goes to various 
stores to purchase farm equipment, food, or clothing, and the merchant 
adds an amount for tax. If he buys a watch or clock, toilet preparations, 
or jewelry or furs for his wife, an additional tax is added. If he buys 
luggage for a trip, the luggage is taxed, as is his railway ticket; should he 
hunt or fish, a license is necessary. If he uses tobacco or liquor or plays 
cards, he encounters revenue stamps. His telephone bill, telegrams, safe- 
deposit box, and admissions to a football game or movie each list a tax. If he 
buys more land, revenue stamps must be affixed to the deed; and should 
he be so fortunate as to inherit a considerable sum the amount is reduced 
by a tax on the individual estate, and he must pay another tax on the 
amount he receives. All these taxes he can sec; they are plainly stated. 
Then he reads of hidden taxes—53 on a loaf of bread; 154 on a cake of 
soap; 201 on a gallon of gasoline; 205 on a new car; and 502 on a pair of 
shoes.' Small wonder he cannot get ahead. 

He docs not (1951), however, have to turn over payroll taxes for him¬ 
self, and he docs not have to pay a license to operate as do sonic kinds of 
business. Should he set up his business as a corporation he would find 
additional taxes. 

Our treatment of the broad and complicated question of taxation as 
it affects the farmer must be limited to a brief discussion of the nature of 
taxes, the kinds of taxes farmers pay, what they receive in return, trends 
in governmental expenditures, and possibilities of tax reduction. 

The Nature of Taxes 

In its popular use taxes designate all payments made to government. 
This popular sense, however, is too broad, for there are several kinds of 

'Tom Bernard, 502 Taxes on a Pair of Shoes. American Magazine, Decem¬ 
ber, 1948. 
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payments made to government, among which taxes are by far the most 
important. “A tax is a compulsory contribution exacted by public au¬ 
thority according to some general rule, the expenditure of which pre¬ 
sumably is for the common good without regard to particular benefits 
to individuals. 2 The implications of this definition will become apparent 
in the following discussion. 

A fee or license is also paid to the government, but it differs from a tax 
in that it confers upon the individual a special benefit and a legal sanction. 
The individual is not required to pay it unless he desires the benefit. Its 
major purpose is for regulation rather than revenue. Thus a license for 
driving a motor vehicle, for hunting, or for getting married gives the 
individual a right not enjoyed by those without it. The cost is usually 
low; an exception is a license to operate a tavern in which case the high 
cost is expected to limit the number who operate such businesses. The cost 
of a motor-vehicle license is technically a fee, but it has proved to be such 
a good source of revenue that rates were raised to make it in reality a tax 
so that it now combines the idea of revenue or a tax with that of regulation. 

A special assessment, such as that for a drainage ditch, is also paid to gov¬ 
ernment, but this also confers a special benefit and the cost is apportioned 
on the basis of the benefit. Still another type of payment to government 
is customs duties. I hese are paid to import articles which arc subject to 
tariffs. As noted in the chapter on foreign trade, the primary purpose of 
tariffs is protection rather than revenue. 

* taxes represent almost the entire source of govern¬ 

mental receipts. In emergencies such as war periods or depressions the 
amount of taxes collected is usually inadequate to meet expenditures. 
Governmental bodies then borrow, but the principal and interest must be 
paid out of future tax receipts. National governments have at times secured 
funds by printing paper money, usually with dire consequences. 

As the major source of revenue, taxation is an essential part of the sub¬ 
ject of public finance or the study of finances of governmental units. Public 
finance has much in common with financing the individual farmer, though 
it differs in the methods used. The farmer has a direct interest as a tax¬ 
payer. Moreover, since the funds are expended presumably for the com¬ 
mon good and without particular benefits to individuals, he as a citizen has 
a broad stake in the amount that government requires, the kinds of taxes 
used to secure funds, and how they are expended. 

Taxing Units and Branches of Government 

The complexity of taxation arises in part from the large number of 
taxing units. In addition to the Federal government and the 48 states, 

3 Principles of Public Finance, by Merlin Harold Hunter and Harry Kenneth 
Allen, Harper and Brothers, New York, 1940, p. 169. 
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which are easily recognized, there were, in 1942, 155,067 smaller units 
which are collectively designated as “local.” The number of local units 
varies greatly by states depending upon area, population, and organization. 
Thus in 1942 Illinois which had the largest number had 15,853 local units, 
while Nevada, with about twice the area but a small population, had 162 
(Table 65). 

Table 65. Number or Governmental Units, United States, Illinois, and Nevada, 1942* 


Unit 

United 

States 

III. 

Ncv. 

Federal. 

1 



State. 

4S 

1 

1 

Counties. 


102 

17 

Townships and towns. 

18,919 

1,434 


Municipalities, urbant. 

3,332 

208 

5 

Municipalities, rural. 

12,888 

929 

7 

School districts. 


12,138 

115 

Special districts. 

8,299 

1,042 

18 

Total. 

155,116 

15,854 

163 


• The Tax Foundation, Inc., Facts and Figures on Government Finance, 1948-1949, p. 131. 

t Incorporated places with more than 2,500 population. 

Boundaries of local units, particularly counties, townships, or towns, 
and school districts, were generally laid out when roads were poor and 
travel slow. While fewer units would serve adequately under present 
conditions, changes in established units come slowly. In a number of states 
important changes arc being effected in numbers of school districts 
through consolidation. In Illinois, for example, laws enabling reorganiza¬ 
tion and consolidation were passed in 1945. At that time school districts 
numbered 11,882. By September, 1949, the number had been reduced to 
4,950, and further reduction was in process. Such changes may not reduce 
the cost, but they greatly improve the quality of the schools and simplify 
administration—two gains from a taxation standpoint. 

These governmental units are all alike in one respect—their authority 
to levy taxes. In many states the various levies for each county and smaller 
units arc consolidated by the county treasurer and collected by him, the 
funds being divided among the units. Local taxes can thus be discussed 
generally as composite units, and the whole range of taxes classified as 
Federal, state, and local. 

Kinds of Taxes Farmers Pay 

The tax system has expanded as the needs of government have called 
for increased income. As a result there has been much overlapping in kinds 
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of taxes by different branches of government and much confusion in 
terms. The abnormal demands of war periods have led to the developments 
of many new ways of raising revenue, so that both business concerns and 
individuals are subject to taxes on a multitude of things, and little attention 
has been given to the fairness of the total tax burden. 

For most farmers the mention of taxes calls to mind those levied on 
income and on property, since they are relatively large. There are also 
many other kinds of taxes which farmers recognize as part of their tax 
burden. Some of these arc paid at frequent intervals and some very seldom. 
Some classification of the taxes which farmers pay to the various units of 
government will help to indicate their tax load. 

The following brief descriptions of kind of taxes are purposely limited 
to those affecting individuals, since farm businesses are chiefly of the indi¬ 
vidual type. The taxes on other forms of business arc omitted from the 
discussion; they appear, however, in the tables as sources of tax revenues. 

Federal Taxes. Payments by individuals to the Federal government 
include income, excise, estate, gift, and social security taxes. (Federal levies 
include also corporation income, excess profits, capital stock, and employ¬ 
ment taxes which are so-called business taxes. Excise taxes are of both 
kinds, individual and business.) 

Individual Income Tax. The individual income tax is based upon gross 
income after allowance for specified deductions and exemptions. The 
definition of income is broad, including that from all sources unless specifi¬ 
cally exempted by the statute. Deductions are of two kinds, business and 
personal. Business deductions for farmers include farm-operating expenses 
and depreciation on equipment used in the farm business; personal deduc¬ 
tions include contributions, interest and taxes on nonfarm items, losses, 
medical expenses, and the like. Certain exemptions are also provided for 
the taxpayer, his spouse, and dependents. Income-tax rates are graduated; 
i.e.y the rates increase with the amount of the taxable income. 

The income tax has a broad base in that it applies to large numbers of 
persons; it is based upon ability to pay; and it is borne by the person upon 
whom it is levied and not shifted to others. As a producer of revenue it is 
subject to great variation under conditions of prosperity or depression. 
During the war rates were raised and exemptions lowered, resulting in the 
heaviest income taxation in our history. Since the war ended rates have 
been lowered slightly, exemptions increased, and husbands and wives per¬ 
mitted to split incomes on joint returns. In the fiscal year 1948 individual 
income taxes supplied half of the total internal revenue of the Federal 
government (Table 66). 

Excise Taxes. An excise tax is one levied upon the production, market¬ 
ing, or distribution of specified goods or services. These are of many 
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kinds. The most important are those on liquor and tobacco which to¬ 
gether provide as much revenue as all the other excise taxes combined. 
Some excise taxes are levied on the retailer and are collected directly from 
the consumer; these are the so-called “luxury” taxes and include taxes on 
jewelry, furs, toilet preparations, and luggage. Excise taxes also apply to 
services, such as telephones, telegraph, safe-deposit boxes, transportation 
of persons and property, and various amusements. They also apply to 


Table 66. Federal-tax Collections by Source, Fiscal Year, 1948* 


Source 

Millions 

Per cent 

Taxes on business: 



Corporation income. 

#9,852 


Excess profits. 

323 


Capital stock.. 

2 


Payroll or employment. 

2,381 


Total business taxes. 

#12.558 

29.6 

Individual income. 

#20,998 

49.5 

Excise: 



l.iouor........ 

2,255 


*' , T“ .. 

Tobacco. 

1,300 


Manufacturers’. 

1,649 


Retailers'. . 

470 


Telephone, telegraph, radio, etc.. 

469 


Transportation of property. 

336 


Transportation of persons.. 

246 


Admissions. 

439 


Miscellaneous. 

245 


Total excise taxes. 

#7,409 

17 5 

Estate and gift.. 

899 

2 1 

Total internal revenue. 

#41,864 

98.7 

Customs. 

422 

1.0 

Railroad unemployment insurance. 

145 

0.3 

Total. 

#42,431 

■ i ■ — 

100 0 




• The Tax Foundation, Inc., Facts and Figures on Government Finance, 1948-1949, p. 53. 

admissions, dues, and initiation fees, and include the stamp taxes which 
arc required on transactions involving issuance and transfers of securities 
and legal documents, and on playing cards, steamship tickets, etc. The 
individual who uses the items taxed is charged with the tax, hence is aware 
of it. Some excise taxes are levied upon manufacturers of gasoline, lubri¬ 
cating oils, matches, tires and tubes; automobiles, automobile parts and 
accessories; radios, phonographs, records, and musical instruments; me¬ 
chanical refrigerators; firearms, shells, and cartridges; electrical energy; 
sporting goods; electric bulbs and tubes; etc. These taxes are paid in- 
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directly by the consumer as part of the price of the article, and he often 
is not aware of them. Many of these taxes were developed during the war, 
and on others the rates were raised. It was expected that the end of the war 
would bring a reduction or elimination of most of them, but because of 
the demands for revenue no changes from the wartime basis had occurred 
up to June, 1950. In 1948 excise taxes accounted for one-sixth of total 
internal revenues. 

Estate l ax. The Federal estate tax is levied upon the transfer of the 
undivided estate of a decedent, the amount of the tax varying with the 
value of the estate. An estate consists of all property owned at the time of 
death, whether money, securities, tangible personal property, or real estate. 
The tax is not affected by the degree of relationship or the amount re¬ 
ceived by an individual. Since the tax applies only to estates of more than 
$ 60 , 000 , it affects relatively few farmers. 

Gift Tax. The Federal gift tax was developed to deter the making of 
gifts to avoid estate taxes or to bring income within lower surtax brackets. 
It applies to transfers of property by gift to the extent that they are not 
supported by an adequate consideration. At the present time (1950) the 
tax begins when the amount of the gift exceeds $3,000 to one person in one 
year or when the aggregate of gifts exceeds $30,000. The estate and gift 
taxes in 1948 contributed slightly more than 2 per cent of internal revenue. 

Social Security Tax. Beginning with 1951 social security benefits were 
extended to regularly employed hired workers on farms. The tax pay¬ 
ments, made jointly by the employer and employee, provide retirement 
and death benefits for the employee. 

State Taxes. Taxes levied by states arc by no means uniform. Not 
only do the major sources vary from state to state, but likewise the ways 
in which each kind of tax is applied. Business as well as individuals bear 
state taxes. Business taxes in 1948 were employed by all the states in the 
form of payroll taxes, by 33 as corporation income taxes, and by many 
in some form of licenses. Business taxes provided about one-fifth of all 
state revenue. 

The taxes upon individuals as a composite of all the states ranked as 
follows in order of income produced in 1948: excises, sales, motor vehicle, 
income, property, and death and gift taxes. 

Excise Taxes. Excise taxes centered very largely upon motor fuels, 
alcoholic beverages, tobacco, and severance taxes. The last were used bv 
24 states and were applied to the extraction or output of certain natural 
resources. Excise taxes accounted for more than 28 per cent of state 
revenues. 

Sales Taxes. Sales taxes employed by 29 states were of several types. 
Most common were taxes on retail sales, the usual rate being 2 per cent. 
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with some as low as 1 per cent and others as high as 3 per cent. In some 
states sales taxes are based upon general sales or gross receipts. 

Motor-vehicle Tax. Motor-vehicle taxes together with operator’s 
licenses while technically classified as fees produced 8 per cent of state 
income and amounted to more than 10 million dollars of revenue in each 
of 18 states in 1948. 

Other Taxes. Individual income taxes were in use in 31 states. While 
not uniform from state to state, they generally followed the form of the 
Federal income tax, but exemptions are greater and the rates much lower. 

Property taxes are diminishing as a source of state revenue. In 1917 they 
provided 45 per cent of state revenues; in 1932, only 20 per cent. 3 Fifteen 
states no longer levy taxes on property, though some of them are still 
collecting back taxes. For all states they yielded less than 4 per cent of 
income in 1948. Death and gift taxes furnished 2 per cent of income. 
Under death taxes some states follow the Federal estate tax and tax only 
the undivided estate; others tax inheritances only—i.e., the amount left to 
an individual recipient. About two-thirds of the states employ both the 
estate and inheritance taxes under various combinations. 4 Twelve states 
use a gift tax with cither or both of the other taxes. 

Amid the extreme variations in tax systems of states it is obvious that 
further generalization would not greatly clear the complex picture. Much 
advantage would result from greater uniformity. In order to supplement 
this general picture, the system currently in use in Illinois is presented 
briefly. It is recommended that current data be compiled for any other 
state in which this material is being used. 5 

Sources of Illinois Revenue. The state of Illinois places its greatest 
reliance upon the sales tax, which in 1948 produced more than two-fifths 
of the tax revenues (Table 67). State income taxes arc prohibited until 
changes can be made in the state constitution. The state docs not levy a 
property tax. Excise taxes on motor fuel, tobacco, liquor, and horse racing 
brought in 31 per cent of the revenue. Motor-vehicle and operators’ 
licenses accounted for one-twelfth of tax revenues. Inheritance taxes, based 
upon the amount received by the individual, were not important as a 
source of revenue. 

’Francis B. Elwcll, The Decline of a Tax. Tax Outlook , October, 1947, 

p. 10. 

* Estate and Inheritance Taxes. State Government , Vol. XX, No. 1 1 Novem¬ 
ber, 1947, p. 290. 

1 Sources of materials on state taxes: The Tax Foundation, Inc., New York; 
Statistical Abstract of the United States, U.S. Department of Commerce’; 
Annual Reports, State Department of Finance; U.S. Department of Commerce, 
Bureau of the Census. 
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Despite their differences, tax collections in Illinois and the total for all 
states were similar in their proportions of tax income from excises, motor- 
vehicle, and death and gift taxes. Taxes paid by motorists through levies 
on motor vehicles and operator’s licenses and motor fuel amounted to 
nearly a fourth of Illinois tax receipts and an even higher proportion for 
all states. 


Table 67. State-tax Collections by Source, Illinois and Total of All States, Fiscal 

Year, 1948* 


Source 

Illinois 

All states 

Millions 



Per cent 

Business taxesf. 

£40.2 


£573 

8.4 

Sales. 

158.9 

Hn 

1,478 

£1,265 

339 

21.7 

Excise: 

Motor fuel. 

£56.6 

14.8 

18.6 

Tobacco. 

27.4 

7.2 

5.0 

Liquor and liquor licenses. 

24.5 

6.4 

503 

7.4 

Horse racing. 

9.9 

2.6 


Severance. 

131 

1.9 

Total excise. 

£118.4 

31.0 

£2,238 

32.9 

Motor vehicle and operator’s licenses. 

£32.8 

8.6 

£625 

9.2 

Inheritance, estate, and gift. 

10.5 

2.7 

187 

2.7 

Individual income, 


506 

7.4 

Property. 



282 

4.1 

Other: 

Licenses. 

£9 9 



Income (universities and colleges). 

8.9 




Interest. 

3.2 




Total other. 

£22.0 

5.7 

£919 

13.6 

Nontax funds: Federal-aid and treasury-trust 
funds.. 

£382 8 

68.9 

100.0 

£6,808 

100.0 

Grand total of Illinois receipts. 

£451.7 




■ 





• Illinois data from 31st Annual Report, Illinois Department of Finance, p. 26. All states 
from The Tax Foundation, Inc., Facts and Figures of Government Finance, 1948-1949, p. 73. 
Unemployment, bonus, trust, and revolving funds excluded. 

f In Illinois includes public-utility, insurance, Illinois Central Railroad franchise, and 
corporation-franchise taxes. 


Local Taxes. Local units as noted earlier are very diverse in character 
and include counties, townships, towns, school districts, cities, and special 
districts of various kinds. They are subdivisions of the states and their 
taxing powers arc limited by state statutes. The main reliance of all these 
units is the property tax (Table 68). 
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Property Tax. The property tax consists of two parts, that upon real 
estate and that upon personal property. Assessment of real estate is usually 
made at intervals—frequently of 4 years—while personal property is listed 
annually. Personal property is commonly described as tangible and in¬ 
tangible. Tangible property consists of crops, livestock, machinery, furni¬ 
ture, and the like; intangibles refer to stocks, bonds, mortgages, and other 
forms of wealth which are easily concealed. In this respect farmers arc at 
a disadvantage because their personal property is so largely of the 
tangible type, hence is readily subject to tax, while SI0,000 worth of 
securities hidden away in a safety-deposit box may escape all property 
taxes. By its very nature the property tax encourages dishonesty. It may 
be criticized, too. as inequitable in that the ownership of property does 
not necessarily indicate tax-paying ability. Its administration, too, creates 
difficult problems. 


Table 68. Local-tax Collections by Source, Fiscal Year, 1947* 
(In Millions of Dollars) 


Source 

Counties 

Towns, 

townships, School 
and special districts 
districts 

Cities 

Total 

Property. 

£1,121 

£417 £1,415 

£2,268 

£5,221 

Sales and gross receipts. 

6 


271 

277 

Licenses and permits. 

20 

8 

178 

Lt i 

206 

Individual income. 


• ••• I •••••• 

33 

33 

i oral. 

Per cent from property tax.... 

£1,147 

98 

£425 £T,4ir 

98 100 

£2,750 

83 

£5,737 

91 


• The Tax Foundation, Inc., Recent Trends in Iajc.iI Taxes, Project Note No. 23, p. 4. 


Despite its shortcomings the property tax is still the main support for 
local units and in size is second only to the Federal income tax for most 
farmers. \\ hen the levies of the various local units are combined by the 
county treasurer into one bill for real estate taxes and one for personal 
property, farmers do not usually take the pains to break down these 
amounts to learn how much they arc paying to each local unit or for 
various purposes. For many the property-tax bill remains an unsolved 
mystery. It need not be so. The bill for real estate tax gives the location 
of the property and the assessed and taxable values. The personal-property 
tax bill similarly gives assessed and taxable values. Many county treasurers 
publish annual tax-rate sheets which provide the rates levied for each 
purpose by each taxing unit. By applying these rates to the taxable values 
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the amount of tax paid to each unit and for each purpose may be 
ascertained. 

The pressure for more revenue is bringing other kinds of taxes into use 
by local units. This movement is most marked by cities but is showing up 
also in other units. These are listed in Table 68 as sales and gross receipts, 
licenses and permits, and individual income. In fact they arc much broader 
and include not only general sales taxes, but a long list of excises, taxes 
on motor vehicles and operators, licenses and use taxes of various kinds. 
A common type is parking meters, reported to have been in use in 1,500 
cities in February, 1948. 6 These newer forms of taxes for local areas are 
additions to and not substitutions for the property tax. Those adopted by 
counties and towns or townships affect farmers most directly, but even 
those applied in cities affect their trading centers. 

Hidden Taxes. From time to time much publicity has been given to 
“hidden taxes,” the implication being that some burden is being transferred 
to the taxpayer without his knowledge. Some Federal excise taxes, as noted 
earlier, are levied on manufacturers and presumably arc added to the cost 
of their products. The "hidden-tax” proponents go much further and 
assume that all taxes are passed on in the price of the product. Thus the 53 
taxes said to be paid on a loaf of bread consist of 7 kinds paid by the 
farmer, 6 by the grain elevator, 5 by the flour mill, 11 by the railroad, 7 by 
the flour trucker, 7 by the manufacturer of bread wrappers, and 11 by the 
baker. The 502 taxes on a pair of shoes consist of 50 to 70 for each agency 
in producing shoes: the cattle rancher, feed-lot operator, slaughterhouse, 
raw-stock dealer, tannery, manufacturer, wholesaler, and retailer. 

Obviously no individual or firm wishes to bear a tax that can be passed 
on to someone else, and a product is no more desirable because it is taxed. 
All taxes on business, however, arc not regularly and automatically shifted 
to consumers. Only those which affect price can be shifted. Income, 
profits, and poll taxes cannot be passed on. Those taxes which affect pro¬ 
duction costs are similar to costs for labor, raw materials, transportation, 
and the like. They can be passed on only if the prices received for products 
are adequate to pay all costs including taxes. Shifting of taxes is a matter of 
prices, not of individual effort. The amount of shifting of a tax depends 
upon the relative strength of supply and demand. High prices of farm 
products may enable a farmer to shift a part of his business taxes, but he 
can never tell to what extent because it is impossible to know what prices 
would have been without the tax. In no case can he shift his income taxes. 

Tax receipts are not compiled on the basis of occupations; hence there 
is no reliable measure of the total tax bill of farmers. They, together with 
other taxpayers, share the enormous tax load which in 1948 amounted to 
more than 50 billion dollars. Of this total almost 74 per cent was collected 

‘The Tax Foundation, Inc., Recent Trends in Local Taxes, 1942-1947. 
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by the Federal government, the remainder being divided nearly equally 
between the states and local units. The total and per capita tax costs in 
that year were as shown in the accompanying table. 7 



Federal 

State 

Local 

Total 

Taxes collected (billions). 

Per capita. 

337.6 

263 99 

$6.8 

47.75 

$6 5 
45.58 

$50.9 

357.32 

r 


Total taxes collected in 1948 were a little higher than in any of the war 
years; somewhat less went to the Federal and more to the state and local 
units. The per capita cost may well cause concern and logically raises the 
question of what the taxpayers receive for their money. 

What Do Farmers Receive for Their Tax Money? 

In considering what farmers receive in return for tax expenditures it is 
well to revert to the latter part of the definition of taxation “the expendi¬ 
ture of which presumably is for the common good without regard to 
particular benefits to individuals.” The collection of taxes is a personal 
matter, but the benefits which come from them arc impersonal. Hence 
each taxpayer must look for compensation for the taxes that he pays, not 
to direct and personal benefits secured, but to the general benefits con¬ 
ferred upon all citizens. This broadens the question: What services docs 
a government perform for its citizens? Or, to revert to the plan of break¬ 
ing down the units of government, What do the Federal, state, and local 
units of government contribute for the benefit of their citizens? 

This question can be approached by examining the kinds of expenditures 
made by the various branches of government. While the sources of income 
arc few for each unit of government, the expenditures fan out in many 
directions and in great number. Space will permit only the broad group¬ 
ings of expenditures, although these indicate very imperfectly the nature 
and scope of the services. 

ture budgets of 

the Federal government are running about 40 billion dollars a year. The 
fiscal year 1948 is fairly typical as to amounts and distribution among the 
major functions (Table 69). Wars arc the primary cause of big budgets. 
Maintaining our national defense, rehabilitation to war-damaged countries, 
and services and benefits to veterans amounted to 63 per cent of the total. 
If interest on the public debt which resulted from wars were included, 
the war cost would be 76 per cent of the total. 

' The Tax Foundation, Inc., op. cit., pp. 47, 48. State figures exclude unem¬ 
ployment compensation taxes. 


Services of the Federal Government. Postwar expendi 
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Each of these functions embraces a wide area. Only those related to 
agriculture are expanded. The legislative programs with their supports 
and controls have loomed large in the public eye in recent years. Less 
noticed but far-reaching are the regular programs administered by the 
U.S. Department of Agriculture. Among these activities arc the Federal 
experiment stations; assistance to state agricultural experiment stations; 
the agricultural extension service; weather-bureau reports; inspection of 
meats; eradication of animal diseases such as tuberculosis, hog cholera, and 

Table 69. Federal-budget Expenditures by Major Procrams and Functions, Fiscal 

Year, 1948* 

(In Millions of Dollars) 


Major programs and functions 

By programs 

By functions 

I. War and aftermath. 

824,956 


National defense. 

810,648 

7,745 

6,563 

International affairs and finances. 


Veterans’ services and benefits. 


II. Social programs. 

2,117 

Social welfare, health, and security. 

1,948 

96 

Housing and community facilities. 


Education and general research . 


73 

III. Agriculture, business, and labor. 

3,502 

Agriculture and agricultural resources. 

718 

Natural resources. 


1,103 

1,269 

transportation and communication. 


Finance, commerce, and industry. 


315 

Labor. 


97 

IV. Cicnrral pnvrrnmrnf 

1,390 

7,520 

1,390 

V. Finance. 

Interest on the public debt. 

5,211 

2,309 

Refunds of receipts. 


Total. 

839,485 

839,485 



• The Tax Foundation, Inc., Facts and Figures on Government Finance, 1948-1949, p. 20. 

foot and mouth disease; and investigational work in animal husbandry and 
dairy husbandry. In connection with crops, investigational work covers 
cereal, forage, vegetable, and fruit crops, and disease control of these 
crops. Problems of irrigated areas are included, as well as administration 
and management of national forests and protection from forest fires. 
Studies in soils embrace maintenance work, fertility restoration, and ero¬ 
sion control. The control of plant diseases and removal of host plants af¬ 
fect all kinds of crops and all sections of the country. Preservation of 
wild animal life is provided for bv refuges and reservations and by con¬ 
trol of rodents and predatory animals. Of far-reaching effect also is the 
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enforcement of regulations on marketing, such as the Grain Standards 
Act, Grain Futures Act, Warehouse Act, and Packers and Stockyards 
Act. Market news service, market inspection of farm products, and crop 
and livestock statistics are put to daily use by farmers. 

Services of State Governments. Public welfare, education, and high¬ 
ways absorb more than three-fourths of all state expenditures and an even 
greater proportion in Illinois (Table 70). Activities and organizations 
obviously vary from state to state. Those in Illinois will serve for pur¬ 
poses of illustration. Welfare is a broad term. Old-age assistance, aid to 
dependent children, blind relief, and emergency relief are handled by the 
Illinois Public Aid Commission. The operation of 23 mental and other 
state institutions comes under the Department of Public Welfare, while 
the Department of Public Safety operates the four penal institutions. 


Table 70. Fxi-endih rf.% of State Governments, Illinois, 1948 and All States, 1947* 


Expenditures 

Illinois 

All states 

Millions 

Per cent ( 

Millions 

Per cent 

Public welfare. 

5109.3 

25 

6 

51,335 

22.5 

1 lospitals and institutions for handicapped 

48.5 

11 . 

4 

402 

6.8 

Public safety and correction . 

iKaa jt JL'M 

2 

5 

278 

4.7 

Education. 

92.0 

21 

6 

1,638 

27.7 

Highways. 

88.8 

20 

8 


14.5 

General government. 

49.8 

11 

7 

234 

4.0 

Natural resources. 

4.9 

1 

1 

206 

3.5 

Health. 

8.6 

2 

0 


1.8 

Other. 

13.9 

3 

3 


14.5 

Total. 

Capital outlay and interest. 

5426.7 

16.7 

100 0 

55,919 

1,010 

100.0 

Total. 

5443.4 

mmmm 

56.929 





* Data for Illinois from Illinois Department of Finance, 31st Annual Report, pp. 29-31. 
Data for all states compiled from The Tax Foundation, Inc., Facts and Figures on Govern¬ 
ment Finance, 1948-1949, pp. 27-30. Figures do not include debt retirement or trust funds. 


Education includes state aid to public schools, support of state universi¬ 
ties and teachers’ colleges, vocational education, rehabilitation, etc. High¬ 
way purposes applies to construction, maintenance and policing of high¬ 
ways, distribution of a part of motor-fuel tax to counties and muncipalities, 
and reimbursements on nontaxablc gasoline. Education and highways each 
account for about one-fifth of Illinois expenditures. 

General government or control covers expenditures for legislative and 
judicial bodies, executive officers, departments, boards, and commissions. 
The departments under this heading are: agriculture, finance, insurance, 
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labor, mines and minerals, public health, conservation, military and naval, 
public works and buildings, registration and education, and revenue. Each 
department has many activities. The following indicate very briefly part 
of the broad activities of the Department of Agriculture, which in 1948 
operated on a budget of more than 5 million dollars: maintenance of 
general office, including state aid to county fairs, 4H-club premiums, and 
vocational agriculture section fairs; agricultural statistics; apiary inspec¬ 
tion; grain inspection at Chicago and East St. Louis; foods and dairies; 
livestock industry; markets; plant industry; poultry husbandry; seed in¬ 
spection; standards; state fair; institutional farms; and serological and 
diagnostic laboratories. 

Services of Local Government. The services performed by local units 
of government vary greatly as the character of the units indicates. They 
touch the citizen at many points in his daily life. Activities of school 
districts and of special districts are limited to their particular fields, al¬ 
though the function of education is in itself a broad area. Town or town¬ 
ship units have a limited sphere of general activity and some expenditures 
for roads and other items. 


Table 71. Expenditures or Local Units, Counties and Cities* 


Operating expense 

| Counties, 1944 

Cities,f 1946 

Millions 

Per cent 

Millions 

Per cent 

General control 

£268 

261 

373 

119 

88 


£185 

164 

206 

189 

486 

532 

183 

213 

7.5 

6.7 

8.4 

7.7 
19.7 
21.6 

7.4 

8.6 

Highways. 

Welfare.. 

Hospitals and health. 

Schools. 

Public safety... 

Sanitation. 



Other. 

188 

13.6 

Total operating expense.. 

£1,297 

50 

33 

94.0 

3.6 

2.4 

m 

87.6 

6.8 

.4 

5.2 

Capital outlavs.. 

Aid to other government units.. 
Interest. 

Total expenditures.. 

£1,380 

100.0 

£2,465 




• The Tax Foundation, Inc., Facts and Figures of Government Finance, 1948-1949, 
pp. 43-44. Excludes debt service, 
f Does not include contributions to trust funds. 

County activities are much broader with welfare or relief as the leading 
item of cost (Table 71). Maintenance of the general county offices such 
as treasurer, clerk, recorder, sheriff, and county courts is second, with 
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highways a close third. Hospitals and health officials, schools, and other 
activities fall within the count)' range. 

City governments cover an even wider area of activity with public 
safety and schools the leading items of cost (Table 71). General govern- 
ment, highways, or streets, welfare, hospitals, and sanitation are also 
important. 

Table 72. Expenditures of Federal, State, and Local Governments for Selected 

Fiscal Years* 

(In Millions of Dollars) 



* The Tax Foundation, Inc., Facts and Figures on Government Finance, 1948-1949, p. 13. 
Data arc exclusive of debt retirement; grants-in-aid are counted as expenditures of the first 
disbursing unit. 

t Data for 1948 and 1949 from 1950-1951 edition, p. 52. 

The services of all these units of government. Federal, state, and local, 
are further complicated by the fact that the different levels do not operate 
separately; there is much overlapping, not only in the services performed 
as is indicated by their expenditures, but also in the provision of funds. 
For example, in 1948 Illinois received 68.9 million dollars in Federal aids 
which helped to support welfare, highways, education, health, and other 
activities within the state. In a similar way the state used a fourth of its 
total revenue to aid local governments, chiefly for education, public 
welfare, and highways. Local units in turn provide a very limited amount 
to other local units. This overlapping of funds arises in part from taxation 
methods in which a larger unit such as a state collects a tax and shares the 
proceeds with counties and cities. It results also from the growing tend- 
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ency to broaden the tax base. This shift is illustrated by increased state 
support for schools. During the depression local sources were unable to 
cope with the relief problem, and greater demands were placed upon the 
Federal and state units. 

Trends in Governmental Expenditures 

The present tax load, Federal, state, and local, can be more readily 
understood if current rates of expenditure are compared with the trends 
over the past 25 years (Table 72). Total expenditures of all units in 1945, 
the peak year of war cost, were forty-three times as high as in 1913; and 
in 1947, were twenty-one times as high. 

Trend in Federal Expenditures. Wars and depressions greatly expand 
Federal outlays, since costs for such purposes fall very largely on the 
national government. Before 1916 Federal expenditures averaged about 750 
million dollars a year, or a little more than 2 million dollars a day. Our 
participation in World War I raised expenditures to a high point of 15.3 
billion dollars in 1919. From 1922 through 1933, the annual cost was in the 
3- to 4-billion-doIlar range, or five times that of prewar. The depression 
boosted annual costs to 7 to 9 billion dollars for the years 1935 through 
1940. World War II pushed expenditures to the extreme height of 98 
billion dollars in 1945. Postwar figures remain close to the 40-billion-dollar 
mark, or again about five times the cost before World War II (Fig. 29). 
“Budgets in the 40-billion-dollar range arc now ‘normal.’ Each great war 
in the nation's history has marked an apparently irreversible step to a new, 
greatly expanded concept of the scope of governmental activity.” 8 

Tax systems arc not sufficiently flexible or productive to keep pace 
with the extreme demands of wars and depressions; hence deficits accumu¬ 
late. The war years 1917 to 1919 had deficits amounting to 24 billion 
dollars and raised the public debt from 1 billion dollars to 25 billion dol¬ 
lars. From 1920 through 1930 the receipts were greater than expenditures, 
and the debt was reduced by 9 billion dollars; but from 1931 through 
1946 we added to the Federal debt each year. Each of the war years 1943, 
1944, and 1945 added more than 50 billion dollars to the debt. In 1947 and 
1948 some surplus was attained, but the fiscal year 1949 was again in the 
red, and the Federal debt stood at 255 billion dollars in August, 1949. The 
annual cost of interest on the debt at the current low rates is more than 
5 billion dollars. 

It is sometimes said that since we owe this debt to ourselves, it is not 
serious. It is more correct to say that the whole country owes the debt to 
a part of us. As of 1947 the debt was distributed as follows: banks, 37 
per cent; mutual savings banks. 5 per cent; individuals, 25 per cent; in- 

* Everett E. Hagen, The Federal Budget for 1950. Current Economic Com¬ 
ment (University of Illinois), Vol. II, No. I, February, 1949, p. 40. 
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surance companies. 10 per cent; corporations, 9 per cent; U.S. govern¬ 
ment agencies and trust funds, 12 per cent; and state and local govern- 
ments, 2 per cent. 9 



Fie. 29. War expenditures accounted for a large part of total Federal ex¬ 
penditures during World War 11. (Based on data in Facts and Figures on 
Government Finance, 1948-1949, the Tax Foundation, Inc. The figures are 
exclusive of debt retirement, refunds, and transfers to social security trust 
funds.) 

The war bonds bought through patriotic zeal by millions of citizens 
represent a part of the debt. We expect the bonds we hold to be redeemed 
in full at maturity. This means continued high taxes, for the budget must 
have a surplus if the public debt is to be reduced. 

• Tax Outlook, June, 1947. 
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Many new obligations have been incurred since the war. Among these 
are the European Recovery Program and the Military Aid Program. 
Within the country a broad program of Federal housing has been under¬ 
taken. Many other proposals have been advanced: a broader social-security 
program, more public assistance and unemployment compensation, a 
program of health insurance, a bonus for veterans of World War II, con¬ 
tinued high supports for farm prices, more Federal support for education, 
and new projects of flood control and reclamation. Many of these pro¬ 
posed projects, if adopted, would mean sharply increased expenditures 
over a period of years. No prediction is made as to the extent to which 
these measures will be adopted, and no attempt is made to appraise their 
value. They arc mentioned to focus attention on the fact that government 
has no funds except those it takes from its citizens in taxes or borrows to 
be paid later through taxes. Citizens must decide through their direct 
votes and through their elected representatives what they are willing to 
pay for. 

Trend in State Expenditures. State expenditures have multiplied nearly 
sixteen times since 1913 (Table 72). Their rate of increase has been much 
more uniform than Federal outlays because they are less affected by war 
periods. From 1939 to 1944 little change occurred because war scarcities 
restricted many normal activities. During this period many states accumu¬ 
lated sizable reserves. Since the war, however, state expenditures have 
risen more rapidly than income, reflecting higher price levels and the 
effort to resume maintenance activities temporarily suspended during the 
war and to meet many demands for added services. 

In a considerable number of states bonus payments have been provided 
for World War II veterans. In nine states which made such provision 
prior to May 1, 1948, the total payments exceeded 1.5 billion dollars. 10 
In eight of these states funds were raised by bonds or notes with maturities 
running up to 1972. Subsequent action has been taken or is in prospect 
in a number of other states. Various kinds of taxes are being used to pay 
the added costs of interest and to retire the debts. 


Year 

Millions 

Year 

Millions 

1931 

3127 

1946 

$272 

1935 

148 

1947 

389 

1939 

226 

1948 

443 

1943 

227 




Expenditures in Illinois have followed a similar trend as is shown by 
figures for selected fiscal years. 11 

10 The Tax Foundation, Inc., Cash Bonus for Veterans, 1948. 
u Annual Reports, Illinois Department of Finance. 
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Early in 1949 the state legislature approved a biennial budget (for 2 
years) which exceeded a billion dollars. 

Trend in Local Expenditures. Local expenditures in 1947 were only a 
little more than five times as large as in 1913 (Table 72). Most of the 
increase occurred in the first decade of this period. The reduction shown 
from 1927 to 1944 is misleading in that the figures show only expenditures 
levied by the local units. During this time an increasing amount of aid 
was received from states and much relief work was shifted from local to 
state or national units. Demand for increased services and higher costs 
in the postwar period have squeezed the budgets of local units which are 
largely dependent on the relatively inflexible property taxes and have led 
to the addition of other revenue measures. 

Table 73. Index Numbers or Farm Real Estate Taxes per Acre for Selected Years, 

United States and Illinois* 

(1909-1913 - 100) 


Year 

United 

States 

III. 

Year 

United 

States 

III. 

1920 

244 

249 

1945 

199 

266 

1925 

270 

289 

1946 

222 

342 

1930 

277 

291 

1947 

254 

371 

1935 

180 

199 

1948 

275 

440 

1940 

183 

244 

1949 

2% 

468 


* Farm Real Estate Taxes in 1948. U.S. Department of Agriculture, August, 1949, 
mimeographed. Figures for 1949 from Agricultural Finance Review, U.S. Department of 
Agriculture, Vol. 13, November, 1950. 

Because local expenditures, particularly in rural units, rely so largely 
upon property taxes, the trend in farm real estate taxes has been significant 
to agriculture. For the country as a whole these taxes increased nearly 
two and one-half times from prewar (1909 to 1913) to 1920, then increased 
slowly to 1930 (Table 73). By 1935 they had dropped one-third 
from the high point, reflecting the lower price level and the action of 
states in substituting other taxes for those on real estate. Since 1935 the 
levies have risen-rather slowly until 1945 and very rapidly thereafter. 
The level of 1948 was nearly equal to that of 1930. The trend by states 
varied greatly. In Illinois, for example, the trend was similar to that 
described until 1935. After that date the rate of increase was more rapid, 
the index in 1949 rising to 468. 

Property taxes have no relation to year-to-year income. During the 
depression years they bore heavily on the reduced incomes. The increase 
since 1940 has occasioned little difficulty because of high farm incomes. 
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As prices of farm products adjust to a lower level the high current rates 
of property taxes may again prove to be burdensome. 

Possibilities of Tax Reduction 

The tax system. Federal, state, and local, has grown up piece by piece 
as governmental units encountered increased demands for services. The 
foregoing discussion has shown that expenditures of all governmental 
units have followed a sharp upward trend and that, under the prosperous 
conditions and high tax rates of recent years, tax receipts have been in¬ 
sufficient to meet the demands for services. Moreover, there is much over¬ 
lapping in the kinds of taxes used at different government levels and in 
the services performed. As a result of these conditions taxes have become 
a heavy burden upon all taxpayers. 

Much has been written regarding waste in government, unnecessary 
functions, excessive numbers of workers, the bias which results from 
pressure groups, and the faults of the tax system. Many constructive pro¬ 
posals have been made for improvement of the tax system and to provide 
for more equitable distribution of revenues among the various units. 

The need for a reduction in the burden was clearly stated by ex-Presi- 
dent Hoover: 

In the long run it is the average working citizen who pays by hidden and 
other taxes. I have made up a little table showing the number of days which 
this kind of citizen must work on an average to pay the taxes: 

Days' Work 


Obligations from former wars. 11 

Defense and cold war. 24 

Other Federal expenditures. 12 

State and local expenditures. 14 

Total thus far.61 


But beyond this the seriously proposed further spending now in process 
will take another twenty days’ work from Mr. and Mrs. average working 
citizen. 

Taking out holidays, Sundays, and average vacations, there arc about 235 
working days in the year. Therefore this total of 81 day’s work a year for 
taxes is about one week out of every month.” 

Fundamentally reduction in the cost of government may be achieved 
by a reduction in services or by greater efficiency of administration. The 
lower taxes which prevailed in preceding generations were possible largely 
because the citizens demanded fewer services from the government. The 
kinds of services performed by the different branches of government have 

Address, August 10, 1949, at Palo Alto, Calif. Reported in The New 
York Times , Aug. 11, 1949. 
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been indicated. If we are willing to get along without some of them, we 
can reduce the tax burden to that extent. The tendency, however, has 
been strongly in the other direction, and the feeling has prevailed that if 
the government performs a service no cost is involved to the individual. 
As a result we have demanded that the government provide more and 
more services that we desire, and in doing so the cost of government has 
mounted higher and higher. 

Efficiency of administration covers a broad field. It involves among 
other things the reorganization and consolidation of political units to 
eliminate unnecessary units of government, reorganization of govern¬ 
mental machinery to avoid duplication and to provide the necessary 
services with the greatest economy and efficiency, and a revamping of 
the tax system to distribute equitably the cost of government with respect 
to the needs of the necessary units and the burden upon taxpayers. 

Improvements under Way 

Two notable examples pointing toward improved efficiency and econ¬ 
omy of government arc in process. One at the national level is the work of 
the Commission on Organization of the Executive Branch of the Gov¬ 
ernment. This is popularly designated "the Hoover Commission.” The 
other at the local level is consolidation and reorganization of the school 
districts in a number of states which were originally organized on the 
small individual-district basis. 

The Hoover Commission was established by Congress in July, 1947. Its 
general purpose was "to promote economy, efficiency, and improved 
service in the transaction of the public business in the departments, 
bureaus, agencies, boards, commissions, offices, independent establish¬ 
ments, and instrumentalities of the executive branch.” The Commission 
was organized in 22 groups or "task forces” each assigned to study a par¬ 
ticular area and each manned by a carefully selected group of citizens 
familiar with the field to be covered. One of these task forces was con¬ 
cerned with agricultural activities. After some 18 months of effort the 
reports and recommendations of these groups were prepared and con¬ 
solidated. A series of reports was presented to Congress early in 1949. 
Some of the recommendations have already been put into effect. How far 
the reorganization will go remains to be seen. 

The greatest hindrance to governmental changes is the apathy and 
resistance of the people. Apathy is shown in unwillingness to become 
familiar with issues and by failure to vote on them. Resistance arises when 
individual or group interests arc affected. A senator recently stated that the 
greatest obstacle to changes in government is the pressure of people back 
home who fear that their interests will be adversely affected. This was 
well illustrated when the Secretary of Defense, in line with a recommcnda- 
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rion of the Hoover Commission, announced on Aug. 24, 1949, that the 
civilian employees of the armed forces would be reduced by 135,000, or 
15 per cent. This action was calculated to save 500 million dollars a year 
in government costs. The following day the press recorded objections 
from many quarters. One senator, reflecting the attitude of his constit¬ 
uents, said that disposing of these jobs would create “commiseration and 
misery in that number of homes in the country.” 

1 he need for school reorganization on the basis of economy alone is 
illustrated by the situation in Illinois where changes are under way. The 
per capita cost for operating one-room schools during the school year 
1945-1946 ranged from $378.50 in schools enrolling 1 to 4 pupils to $60.33 
for those enrolling 32 or more (Table 74). Moreover the quality of in¬ 
struction in very small units is inadequate to meet present-day require¬ 
ments. Thus many children living on farms have had meager educational 
opportunities, although their parents were paying high property taxes to 
provide schooling. Within four years the number of school districts in 
the state has been reduced by nearly two-thirds as larger administrative 
districts have been formed to provide an adequate educational program 
extending through high school. This program is not yet completed. Re¬ 
organization programs of a similar character have been undertaken in at 
least eight other states in recent years. 


Table 74. Per Capita Cost in One-room Schools, Illinois, 1945-1946* 


Enrollment 

Number of 
districts 

Per capita 
cost 

Enrollment 

Number of 
districts 

Per capita 
cost 

1-4.. 

.73 

1,729 

2,066 

1,867 

$378.50 
184 98 
127.91 

97.31 

19-24.. 

1 ,042 

461 

250 

$81.53 

68.44 

60.33 

5-9. 

25-31.. 

10-13. 

32 and over. 

14-18. 

Total.. 

7,588 





* L. VV. Hinton, Cost of One Room Schools in the State of Illinois. Educational Press 
Bulletin , Jnnuary-February, 1947, p. 9. Issued by State Superintendent of Public Instruction. 
Figures include only operating costs. 


The effects of taxing policies are very complex. During the past two 
decades public funds have been used in an increasing degree to accomplish 
social and economic changes. Thus taxation is no longer limited to the 
sphere of raising revenue, but has become a tool for carrying out policies 
of public welfare, both domestic and international. It is evident that the 
imposition of taxes reduces the funds which the individual may spend. 
How governmental units spend tax funds is also important. During and 
since the depression public funds have been used extensively for benefit 
payments, subsidies, and price supports for agriculture. International pro¬ 
grams such as the Marshall Plan incidentally provide wider market outlets. 
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In other ways many other groups have also benefited from the spending 
of governmental bodies. That this is so is evidenced by the large number 
of pressure groups which attempt to influence the course of legislation. 
Such action is most apparent at the national level but exerts an influence 
also in other units. These larger issues of public policy may appear to be 
far removed from the individual taxpayer. They are indeed closely related. 
The “common good ” the purpose for which taxes are collected, should 
be considered foremost, and fundamental to that objective is the individual 
responsibility of the citizen and taxpayer. 

Summary 

In considering his rax problems the average person is inclined to empha¬ 
size the “compulsory contribution” aspect rather than that of expendi¬ 
ture ... for the common good.” Thus the farmer like other citizens is 
called upon to help support the Federal, state, and local units of govern¬ 
ment by taxes upon wealth left to him by his forebears, the property he 
owns, the income he makes, almost everything he buys, with special taxes 
on many articles and upon his right to do many things. 

He in turn, if he stops to recount, recognizes that he is the recipient of 
a host of services performed by government and made possible through 
tax contributions. Too often he takes these services for granted since they 
bear little direct relationship to his tax payments. Well may he question 
the organization of government and the cquitablcness of the tax system 
when he observes the large number of units which levy taxes, the duplica¬ 
tion in the things taxed, and the overlapping of services by different units. 

The postwar period presents a critical picture as a result of events 
during the past three decades. During the depression the concept of the 
“common good” was greatly broadened, and governmental resources were 
used on a broad scale for public welfare and support of the domestic 
economy. Two war periods have bequeathed a legacy of high taxes and 
a huge national debt. Services curtailed during the war are being resumed. 
A higher price level affects government as it docs individuals. The de¬ 
pendence on government has increased greatly, and a host of new demands 
have arisen both at home and abroad. Added to this background, govern¬ 
ment at all levels has developed expensive spending habits. In spite of 
prosperous conditions, taxes already at a high level are insufficient to meet 
the demands; and it is difficult to retrench. 

Improvements are being made; some receive little public notice, while 
others such as the work of the Hoover Commission and school reorganiza¬ 
tion make headlines. The taxpayers through their elected representatives 
levy the taxes and control the expenditure of funds. They therefore must 
assume the final responsibility of deciding what services they want and 
what they are willing to support. 
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QUESTIONS 

1. What is a tax? A taxing unit? 

2. What kinds of taxes does a farmer pay? What branch of government 
collects each kind? 

3. Which kinds are paid at regular intervals and which infrequently? 

4. To what agency of government (Federal, state, or local) docs the 
average farmer pay the most tax? 

5. How is this situation influenced by tenure, location of his farm, size of 
income, state in which he lives? 

6. What services does a farmer receive from Federal, state, and local 
branches of government? 

7. From what tax sources are Federal funds secured? 

8. What are the major items of Federal expenditure? 

9. From what tax sources arc state funds secured in your state? For what 
purposes are they spent? 

10. From what tax sources arc funds secured in your local area? For what 
purposes are they spent? 

11 . What are “hidden” taxes? To what extent can taxes be hidden and 
passed on in prices? 

12. Trace the trends of public expenditures over a period of years. Why 
are Federal, state, and local trends different? 

13. In what way arc tax programs related to the price level? 

14. What is a “good" tax from the viewpoint of the taxpayer? From that 
of government? 

15. Docs agriculture bear too large a share of the taxes? Why or why not? 

16. Who decides what taxes we have at different levels of government? 

17. How may taxes be reduced? Whose job is it? 

EXERCISES 

1. Local taxes. Secure tax-rate sheets, published by the county treasurer, 
and typical real estate and personal property assessments for your area. From 
these data make the following calculations: (a) Construct local tax rates which 
apply to specific locations (townships, school districts, etc.) (b) Calculate real 
estate and personal property taxes, (c) Break down the tax bill by purposes 
( i.e.y total amount for roads, schools, etc.). 

2. State taxes. Secure from the state finance department the latest annual 
report on state revenue receipts and expenditures. Classify ( a) revenue receipts 
by kind of taxes which produce them; ( b ) expenditures by major purposes. 

3. State taxes. Chart the annual expenditures by major kinds for the past 
20 years. 
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Chapter 14. LAND USE AND SOIL 
CONSERVATION 


The development of the United States has depended in large part upon 
its natural wealth. Rich virgin soils, great stands of timber—both hard¬ 
woods and softwoods—broad expanses of grasslands, and beneath the soil 
rich minerals—iron, coal, oil, gas, and many more—beckoned to the 
pioneer. The utilization of this wealth formed the basis of agricultural and 
industrial development and has made possible a standard of living not 
matched elsewhere. Things that are abundant arc used lavishly; that is 
an economic truism. 

Carver described that period in our history from 1776 to 1833 as “the 
conquest of the Great Forest.” 1 Well might he have called the subsequent 
westward movement the conquest of the prairies and of the plains. The 
spirit of conquest embraced by a land-hungry people was furthered by a 
generous land policy which made acquisition easier as settlement moved 
westward. Ownership in fee simple was interpreted as the right to exploit. 
So far and so long did this tendency extend that the appearance of a new 
American land policy dedicated to “the ideal of economic and social 
planning in land utilization” has been aptly designated by Gray as “the 
American Revolution of the 1930’s.” 2 

So successful was this revolution that not only was public attention 
focused upon the problems of land use and abuse, but constructive meas¬ 
ures were initiated to retard the destruction of agricultural wealth and to 
make provision for the future as well as the present. This chapter is con¬ 
cerned with the current uses of our land area and how they came about; 
the effects of erosion; evidences and causes of the misuse of land; the 
private and public concern in the problem; remedial measures through soil 
conservation—land classification, practices employed, and results secured— 
and changes in land use needed to maintain production and to preserve 
the soil resources for future generations. 

' Thomas Nixon Carver, Principles of Rural Economics. Boston: Ginn & 
Company, 1932. 

1 L. C. Gray, Evolution of the Land Program of the U.S. Department of 
Agriculture. Address Mar. 22, 1939. 


296 



LAND USE AND SOIL CONSERVATION 


297 


How the Land Area Is Used 

Of the total land area of continental United States a little more than 
four-fifths is used for agricultural purposes, but only three-fifths is in 
farms (Table 75 and Fig. 30). The production of harvested crops is ordi¬ 
narily considered the highest use of agricultural land, but only a little more 
than one-fifth of the total land area is used to produce the nation’s crops. 
From an area standpoint pasture is the most extensive use, occupying more 
than one-half of the land area. Of this pasture land roughly two-thirds is 
nonforcsted land and one-third is forested land. Forest land totals a little 
less than one-third of the total area, with more than half of it serving also 
for grazing purposes. 


Table 75. Major Uses or Land, United States, 1945* 


Land use 

Acreage 

(millions) 

Per cent 
of total 

Crops and pasture: 

Cropland .. 

Pasture and nonforcsted grazing land. 

403 

707 

21.2 

37.1 

Total. 

Forest: 

m 

58 3 

18.1 

13.5 

Not grazed. 

Total. 

602 

100 

93 

1,905 

1,142 

428 

31.6 

Special use (cities, highways, railroads, etc.). 

Miscellaneous (desert, rock, dunes, etc.). 

Grand total 

5.2 

4.9 
100.0 

59.9 
22.5 

Agriculture: 

Land in farms. 

Nonfarm pasture and grazing land. 

Total. 

1,570 

186 

82.4 

9.8 

Nonfarm forest land not grazed. 

Total. 

1,756 

149 

92.1 

7.8 

Special land-use areas and miscellaneous. 

Grand total.. 

mm 

100.0 



• Inventory of Major Land Uses in the United States, p. 6. U.S. Department of Agriculture, 
Miscellaneous Publication 663, 1948. 

Geographically the use of land for crops, pasture, and forest is ex¬ 
tremely diverse because of differences in climate, topography, and soils 
(Fig. 31). During the recent war crop production was expanded greatly 
in all suitable areas. At the end of the war crops used nearly half the land 
in the Corn Belt and Northern plains regions, exceeding 50 per cent in five 
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states. One-third of the land in the Lake states was so used; roughly one- 
fifth in the Northeast, Appalachian, Southeast, Southern plains, and 
Delta regions; one-tenth in the Pacific region; and less than 6 per cent in 
the Mountain region. The cropland varies greatly in quality both from one 
region to another and also within each region. 

A large part of the land not in crops is used for grazing purposes and 
is thus devoted entirely to livestock production. Pasture land varies greatly 
from the productive rotation pastures of the heaviest crop-production 


MAJOR USES OF LAND, 1945 


PASTURE AND 
GRAZING 

( NONFORESTED ) 


FOREST LAND 

GRAZED ANO NOT GRAZEO) 


CROPLAND 


SPECIAL USE AREAS 

( PARKS, RAHBOAOS, HIGHWAYS. 
MILITARY LA NOS. F ARMSTEAOS. 
CITIES. TOWNS. ETC.) 

RURAL LAN D OF 
LITTLE FARMING USE 

( DESERT. ROCK. SWAMPS. ETC.) 


yumj 


707 M A. 


m 


*57 M A (NOT GRAZED) 


>45 M A (CRaZCOi {ST 

aaaa 


40J M.A 


100 M A. 


»«* 


Each symbol represents 
100 million acres 

TOTAL LAND AREA 
1,905 MILLION ACRES 


tcmcuiTunn Lco*o“ic» 


Fig. 30. Pasture use, including grazed forest land, accounts for half the land 
area. This emphasizes the importance of livestock. Cropland occupies one-fifth. 


areas to the very sparse vegetation of the dry areas of the West. Because 
of these wide regional differences its carrying capacity varies widely. 
From an area standpoint nearly three-fourths of the pasture land is in the 
western half of the country. While a considerable part of this area has a 
limited carrying capacity, its extent added to the low proportion in crops 
determines the character of the agricultural production. Pasture and 
range land produce more than a third of the total feed requirements for 
livestock. 

Forest areas for the most part occupy the rougher land unsuited for 
crop production. A little more than a third of the forest land is in the 
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Mountain and Pacific regions, another third in the South, and a fifth in 
the Northeastern and Lake states. The Com Belt and Great Plains have 
only an eighth of the forest area. 

Special-use areas include city’ sites, military lands, highways and lanes, 
railway rights of way, farmsteads, parks, airports, and game refuges. Mis¬ 
cellaneous uses include desert, rock, sand dunes, swamps, and the like. 

These various land uses provide the basis for the regional areas of agri¬ 
cultural production as developed in earlier chapters. So far as the land in 
farms is concerned present land use largely reflects the combined experi- 
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Fig. 31. Cropland is concentrated heavily in the Corn Belt and Northern 
Plains areas—the breadbasket of the nation. The Mountain and Pacific areas 
rank low in cropland. 


CROPLAND UTILIZATION. BY STATES. 1945 


aiciONu avc»accs 

EZ3 .:m 

North***!... 19.4 S. PUIhl. 21.3 

£23 Appalachian 22 0 Delta.201 

South***!.... 19.5 


cncc of the individual farmers who operate them. Except for that in 
special-use areas the land not in farms is largely in public lands of the 
Federal government or of the states. To a considerable degree this land 
is under public control. 

Trends in Land Use 

On the basis of its original vegetation the land area of the United 
States consisted of forest, grass, shrubs, and barren land. Forests covered 
nearly half the area; of this area three-fourths was virgin forest in the 
eastern half of the country, and one-fourth was virgin forest and arid 
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woodland in the western half (Fig. 1). The grass area occupied two- 
fifths of the land, tall grass east of the 100th meridian, short grass from 
that line to the Rocky Mountains, and smaller areas in the Mountain and 
Pacific regions. Shrub vegetation covered 8 per cent in the drier areas, 
and 5 per cent was barren. This original cover was closely related to the 
amount of precipitation (Fig. 32). 

The story of how the land was acquired; how the major part of it was 
transferred to private ownership under the land policy; how these owners 
converted the forests, prairies, and plains into farms; and how these farms 
were developed into the present agricultural industry has been told in 
considerable detail in the early chapters and need not be repeated here. 
Our present interest is directed rather to some of the longer time results 
arising from the exploitation of the soil resources during the period of 
agricultural development. 

In the earlier years of disposition the supply of land appeared limitless. 
No basis of land needs or of capability existed to guide the government 
in its policy or the settler in choosing his site. The land-hungry, both 
individuals and corporations, grabbed what seemed to have value and set 
about to convert the land, the timber on it, or the minerals under the 
surface to their own uses. 

By 1880 half of the eastern forests had been cleared and the land put 
to other uses. The tail-grass area was largely in farms, and the range areas 
were rapidly shifting from public to private ownership. 

The marked expansion of agriculture following 1880 greatly increased 
the land in farms. Up to 1920 cropland was doubled. Some decline oc¬ 
curred after 1920, but expansion between 1924 and 1930 carried total crop 
acreage to a high peak from which the trend was downward until World 
War II again brought a sharp expansion. The greatest shifts in crop 
acreages have occurred in the northern and southern plains. A great ex¬ 
pansion in crop acreage—mostly wheat—took place in these areas from 
1880 up to 1930. The dry years of the early thirties brought about a 
great contraction of crop acreage. Under more favorable weather con¬ 
ditions the crop acreage again expanded sharply during World War II. 
Total pasture land has declined about a fourth since 1880 as areas of land 
were increased for crops and miscellaneous uses. Forest land decreased 
about 4 per cent. These changes were a part of the agricultural develop¬ 
ment of the country. 

Things that come easily appear to have little worth, and particularly 
if a great supply awaits the future. The eastern forest, while it pro¬ 
vided shelter, lumber, and game, was a hindrance to be removed bv heavy 
toil. A large part of the magnificent stand of timber was wasted. Soils 
were cropped heavily to be followed by exhaustion and abandonment, 
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Fig. 32. Rainfall influences not only the potential uses of land, but also the need for and types of conservation meas¬ 
ures. The eastern half of the country receives its rainfall largely from the Gulf of Mexico. 
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first on the thin soils of the East, and later in the South. Much land, cleared 
and exhausted, reverted to forest, much of it to be cleared again at a 
later date. 

Beyond the forest, westward progress moved swiftly across the prairies. 
Throughout the humid eastern half of the country erosion followed the 
plow as the soils stripped of their natural vegetative cover were exposed 
to the elements. As settlement moved out upon the plains the farming 
methods developed in humid areas proved inadequate, and limited rain¬ 
fall set boundaries to crop production. The drier areas of short grass 
developed into grazing range, but the range was overstocked and the 
cover greatly reduced. Thus throughout the Great Plains area the stage 
was set for the combined results of wind and water erosion. The same 
general story followed settlement in the Mountain and Pacific regions. 

We have seen that farm production during the period of development 
proceeded more rapidly than was required by the country’s needs. To a 
considerable extent the returns represented a cashing in of nature’s 
bounty. It was a natural process that resources should be used to provide 
capital for development, but the waste of those resources provided no 
gains at that time but seriously reduced the resources for later generations. 

Two world wars, during each of which agricultural production was 
greatly stimulated both by high prices of farm products and patriotic 
motives, contributed to the drain on our soils. If one were to judge solely 
by the remarkable output of agricultural products during these war 
periods he might conclude that productive capacity is unimpaired and 
that the need for a more constructive land-use program has been overem¬ 
phasized. A part of the greatly expanded output admittedly came from 
“robbing the fertility bank” through too heavy cropping. It represented, 
too, the cumulative effect of technological developments, described 
earlier, which to a degree offset the effects of earlier exploitation. 

How Erosion Depletes the Soil 

From the standpoint of agricultural production soils arc the most im¬ 
portant natural resource. Their formation resulted from chemical and 
biological activity over very long periods of time. At best they constitute 
a relatively thin layer, but upon this layer the entire basis of farming 
rests. Farming contributes directly to destruction of the soils through 
removal of the essential plant-food elements and by exposing soils to the 
effects of erosion. The plant-food elements which arc removed by 
cropping can be restored, but the loss of the soil itself by erosion is 
irreplaceable. 

Erosion, which is the physical removal of the soil, results from the 
action of water and wind. Water erosion takes place in two stages: first, 
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and most costly, sheet erosion, or the removal of more or less uniform 
layers of topsoil from the surface of the land; and second, gully erosion, 
or the formation of channels or gashes which are designated in different 
areas of the country as gullies, ditches, arroyos, coulees, or barrancas. 3 
Gullies take many different shapes depending upon the contour of the 
land and the types of soil and subsoil strata. The extent of water erosion 
is affected by the amount of vegetative cover; the slope, its steepness and 
length; the amount of rainfall, its intensity, and the season when it occurs; 
the soil, its character, amount of organic matter, and the effect of its 
biological forms; the cultural methods used in crop production and the 
intensity of grazing; and the extent to which erosion has progressed since 
its rate of progression is cumulative. 

Wind erosion is similar in many ways to sheet erosion by water. It 
differs in that it is most pronounced in semiarid and arid regions, but is 
not limited to them, and is influenced less by slope. 

Under the original cover of forests and grass, erosion was negligible. 
As farming was expanded erosion became progressively more serious, both 
because of the greater areas exposed by cultivation and close grazing and 
the reduction in the organic matter in the soil. Even forest land when 
grazed closely or its ground cover destroyed by fire is subject to erosion. 


Misuse of Land 

Evidences of Misuse. Misuse of land may occur because land is used 
for purposes for which it is not suited or because, when properly used, 
steps necessary to maintain the soil and its productivity have been 
neglected. According to a comprehensive survey in 1935 more than half 
of the land surface of the country has been affected to some extent by 
erosion. A total of 282 million acres of crop and grazing land has been 
ruined or seriously damaged, and another 775 million acres of crop, 
grazing, and forest land has been affected to some degree. 4 

Erosion has been most severe on cropland. Fifty million acres, formerly 
used for crops, an area equal to the state of Nebraska, has been ruined 
by the total loss of topsoil or by gullying beyond crop use. On another 
50 million acres erosion has progressed so far that the land is not worth 
farming. Severe damage through loss of half or more of the topsoil 
has occurred on 100 million acres more, while still another 100 million 
acres is subject to active erosion. Not more than 100 million acres of crop¬ 
land is free from erosion loss if unprotected. 5 Only by adding new crop- 

* Hugh Hammond Bennett, Elements of Soil Conservation, p. 76. 

'Ibid., p. 30. 

'Ibid., p. 29. 
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land by drainage, irrigation, and clearing has the total crop area been 
maintained at a uniform level. 

Grazing land, too, has suffered. Overgrazing, particularly in the drier 
areas of the Great Plains and Mountain regions, has led to damage by both 
wind and water. Forested areas when closely grazed or burnt over are 
subject to more or less erosion. 

Geographically no part of the country is immune. Erosion is least serious 
in the Northeast and Lake states where three-fifths of the land area has 
little or no erosion.' In the Corn Belt, South, and Pacific states more than 
half the area is subject to considerable sheet erosion and more than 45 per 
cent to some degree of gullying. In the 100th meridian or Plains states and 
the Mountain region, though rainfall is lighter than in other areas, the 
combined effects of wind and water have made erosion the most extensive. 

The most spectacular though not the most serious evidence of erosion 
was the dust storms from the so-called Dust Bowl in the middle thirties. 
Dust storms were by no means new to the Plains states, but several years 
of deficient rainfall, the overextension of crop farming into the drier areas, 
and overgrazing of range land resulted in extensive wind erosion from 
1934 to 1938 covering a belt from the Panhandle of Texas northward into 
Canada. So severe were the effects of wind erosion that the entire plowed 
surface was removed in parts of the affected area and the clouds of dust 
raised by some of these windstorms carried to the Atlantic Coast and out 
to sea. 

The effects of erosion on individual farms are many. In its milder forms 
erosion lowers productive value through the loss of the soil itself and 
removal of plant-food elements and organic matter, the land becomes 
harder to work, and crop yields arc reduced. In the more advanced stages 
gullies interfere with the use of machinery, and some land may become 
entirely useless by gullying or being buried under unproductive deposits 
washed down from higher land. The net effects are higher costs of opera¬ 
tion and lower income. In time these effects, if general, affect land values 
and the welfare of the community by affecting the support for education, 
health, church, and other community activities. If widespread, erosion 
may eventually destroy the community or reduce it to a stage of “rural 
pauperism.” 

The damage by erosion is not limited to farm lands. The rapid runoff 
from unprotected lands results in extensive damage from major and minor 
floods. Erosion causes silting of navigable streams and harbors, reservoirs, 
and irrigation and drainage ditches. Highways, railways, and cities incur 
added costs because of erosion. Bennett estimates the annual cost of erosion 
at 844 million dollars, 400 million dollars as direct costs to farmers and 

* Richard T. Ely and George S. YVehrwein, Land Economics, p. 214. 
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444 million dollars caused by the nonfarm damages just enumerated and 
by indirect costs to farmers. 7 

Causes of Misuse. Neglect of erosion loss might be excused so long as 
land was cheap, although its acquisition even then involved much labor 
rather than capital. But why should it continue when land became scarce 
and much higher in price? The major reason has been given as an 
ignorance of what was taking place until too late. 8 The rising percentage 
of tenancy contributed inasmuch as tenants under short leases and 
accustomed to frequent moves from farm to farm are unlikely to take a 
long-time interest in the farm; landlords too often are interested in the 
current income rather than in maintaining productivity. Until recently 
methods of erosion control for the varied conditions were not adequately 
developed, nor was competent technical assistance available. Moreover, 
control measures involve new practices and often financial outlay. Capital 
for farm improvements and conservation is often lacking. New ideas take 
hold slowly, and new costs arc likely to be avoided particularly in periods 
when farm prices arc low and debts arc burdensome. Property taxes bore 
heavily in the leaner years. Individualism, born of pioneer conditions and 
expressed in unrestricted ownership, contributed to the exploitative at¬ 
titude toward land. The general instability of agriculture during most of 
the present century discouraged long-time programs. Because of the large 
number of relatively small units in agriculture any comprehensive plan 
must arouse the interest and secure the participation of large numbers 
of individuals. 

Private and Public Interests in Land Use 

That individual owners should have had a deeper interest in maintaining 
the productive value of their lands appears evident now. Some even as 
early as George Washington’s day recognized the problem and applied 
such remedies of rotation and fertilizing as were known. In some areas 
constructive cropping plans were developed and were used extensively. 
But a high proportion were unaware of the silent loss or thought it a neces¬ 
sary condition of farming. At the time the current net income apparently 
outweighed the uncertain future benefits. 

The nation’s viewpoint is longer. A nation lasts for centuries, while 
the individual’s span of activity is measured in decades. The aggregate 

1 Ibid., p. 18. 

A striking illustration of damage to a reservoir is given in “The Causes and 
Effects of Sedimentation in Lake Decatur,” Bulletin 37, State of Illinois, De¬ 
partment of Registration and Education, State Water Survey Division, by 
Carl B. Brown, J. B. Stall, and E. E. DeTurk, 1947. 

'Ely and Wchrwcin, op. cir. f p. 217. 
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losses of farmers render the nation poorer as do the nonfarm costs enu¬ 
merated. The nation should look far into the future and protect its re¬ 
sources against future needs for a large productive capacity, an ample 
food supply, and a stable tax basis. The nation, therefore, can ill afford 
practices which undermine its future. 

Soil Conservation 

The Advent of Soil Conservation. Many events have contributed to the 
beginnings of soil conservation, but none took hold in a broad way until 
the public interest and the private interest were consolidated into coopera¬ 
tive action. The year 1933 marked this transition, for in that year the 
Taylor Grazing Act was passed and the Soil Erosion Service was 
organized. The former applied to the remaining public domain which had 
been a “grazing common" open to all; through the formation of grazing 
districts the act provided for the leasing of public lands for grazing pur¬ 
poses under regulation which provided for conservation. The latter, 
changed to the Soil Conservation Service in 1935, provided for the 
organization of soil-conservation districts, established under state legis¬ 
lation. These districts arc separate units of government, controlled and 
directed bv groups of farmers, with technical assistance furnished by the 
Soil Conservation Service. 

A third approach came under the AAA program. The 1933 Act simply 
reduced acreages of certain surplus crops. Under the 1936 Act payments 
were offered for shifting acreage from “soil-depleting" to “soil-conserv¬ 
ing" crops. The 1938 Act provided for limited payments for the per¬ 
formance of specified conservation practices. These practices have con¬ 
tinued year by year under subsequent acts of Congress. In 1946, 2.8 
million farms were listed as participating.® Payments to farmers in that 
year amounted to 245 million dollars and applied to a wide variety of 
practices. While much benefit to conservation has resulted from these 
programs, the practices have not been coordinated to solve the problems 
on each farm in a comprehensive manner. Because of the way benefits are 
paid soil conservation and farm legislation have been tied together though 
many think each should be operated separately. 

The Agricultural Experiment Stations, both Federal and state, and 
the Agricultural Extension Service have contributed greatly to the de¬ 
velopment of soil conservation. Results of research carried out in the 
various states and augmented bv new studies undertaken cooperatively 
with the Soil Conservation Service have provided much of the basic 
information needed. The Extension Service has assisted by providing the 
educational background. 

'Agricultural Statistics, 1948, p. 672. 
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Many other Federal agencies have cooperated, particularly in the West 
where the public lands arc administered by more than a dozen different 
agencies. Three of these, the Bureau of Land Management of the Depart¬ 
ment of the Interior, the Forest Service of the Department of Agriculture, 
and the Office of Indian Affairs, control 87 per cent of the public lands. 10 
The various agencies follow somewhat different conservation programs 
but, in general, operate on a district basis similar to that of the Soil Con¬ 
servation Service. In this discussion districts arc not differentiated by the 

* 

controlling agency. Frequently two or more agencies administer different 
programs on the same area. National-forest areas, for example, may be 
used for multiple purposes, such as timber production, grazing, recreation, 
w atershed protection, and wildlife promotion. 

The various types of districts including soil conservation, grazing, and 
wind erosion embrace more than half the land area of the country." 
Roughly one-fourth of the land in districts is public or other land not in 
farms. The districts include 69 per cent of the land in farms. This method 
of progression is slower but more comprehensive than that carried on 
under the general farm programs. 

The soil-conservation districts arc organized by majority vote of the 
farmers within the area and have rather broad powers. Through technical 
assistance available from the Soil Conservation Service comprehensive 
conservation plans arc developed for each cooperating farm in the district, 
and these plans arc applied by the farmers with technical help where 
needed. In the 1,963 districts organized through 1947, conservation plans 
had been developed for 148 million acres, or slightly less than 10 per cent 
of the land used for agricultural purposes." Actual application of the 
practices indicated in the plans has been accomplished on a little more 
than half of that acreage. 

Thus is soil conservation being applied on a multiple, though not too 
well-coordinated, front. The Hoover Commission has recommended a co¬ 
ordination of the functions of agencies involved in the conservation of 
soil, water, timber, range, and fish and wild-life resources. The task is 
a huge one and cannot be completed once for all. but must be continuously 

”L. A. Reuss and O. O. McCracken, Federal Rural Lands, p. 19. U.S. De¬ 
partment of Agriculture 1947, mimeographed. 

"Up to July 1, 1949, 2,139 districts were organized in continental United 
States. They embraced a total of 1,175 million acres, of which 794 million 
were in farms and ranches. Of these districts 2,108 were classed as soil con¬ 
servation; 8 wind erosion; 22 grass conservation; and 1 irrigation. Report, Soil 
Conservation Districts, Soil Conservation Service, U.S. Department of Agri¬ 
culture, July 1, 1949. 

“Agricultural Statistics, 1948, pp. 680-684. 
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applied if these primary resources are to be used intelligently and their 
productive capacity is to be preserved for future generations. 

The Basis of Soil Conservation. Conservation is “treating land accord¬ 
ing to its needs and using it according to its capability .” 13 It consists of 
sound farming and ranching practices to protect the land and increase its 
production. A conservation program is one of soil management. It includes 
measures for controlling erosion, but it goes further and provides for im¬ 
provement of the soil on cropland through proper rotations to increase 
the organic content, the application of needed minerals, and suitable tillage 
methods. On grazing lands it involves various measures of pasture improve¬ 
ment and controlled usage. As applied to the individual farm, conserva¬ 
tion or soil management is a basic part of the broader subject of farm 
management. 

Because of the wide range of soils and of conditions under which they 
are used a conservation program for a farm starts with a classification of 
the land and charting it on a land-capability map. All land is placed in 
one of eight classes ranging from the best to the poorest. The descriptions 
of these eight classes follow : 14 

Land suited for cultivation. 

Class I. Very good land that can be cultivated safely with ordinary good 
farming methods. It is nearly level and easily worked. Some areas need clear¬ 
ing, water-management, or fertilization. Usually there is little or no erosion. 

Class II. Good land that can be cultivated safely with easily applied prac¬ 
tices. These include such measures as contouring, protective cover crops, 
and simple water-management operations. Common requirements arc rota¬ 
tions and fertilization. Moderate erosion is common. 

Class III. Moderately good land that can be cultivated safely with such 
intensive treatments as terracing and strip-cropping. Water-management is 
often required on flat areas. Common requirements arc crop rotation, cover 
crops, and fertilization. Usually it is subject to moderate to severe erosion. 

Land suited for limited cultivation. 

Class IV. Fairly good land that is best suited to pasture and hay but can be 
cultivated occasionally—usually not more than 1 year in 6. In some areas, 
especially those of low rainfall, selected land may be cultivated more than 
one year if adequately protected. When plowed, careful erosion prevention 
practices must be used. 

Land not suited to cultivation. 

Class V. Land suited for grazing or forestry with slight or no limitations. 

It is nearly level and usually there is little or no erosion. It is too wet or 
stony or is otherwise not suited to cultivation. This land needs only good 
management. 

" H. H. Bennett, Our American Land, p. 6. U.S. Department of Agriculture 
Miscellaneous Publication 596. 

“ Ibid., pp. 15-16. 
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Class VI. Land suited for grazing or forestry with minor limitations. It is 
too steep, eroded, shallow, wet, or dry for cultivation. This land needs care¬ 
ful management. 

Class VII. Land suited for grazing or forestry with major limitations. It 
needs extreme care to prevent erosion, or other damage. Usually it is too 
steep, rough, shallow, or dry to be seeded to range or pasture plants. 

Class VIII. Land suited only for wild life or recreation. It is usually ex¬ 
tremely steep, rough, stony, sandy, wet, or severely eroded. 

Conservation Practices in Humid Areas . 14 When the land on a farm has 
been classified and mapped, the soil technician and the farmer develop a 
plan of land use and conservation practices needed on the entire farm. 
This plan is then developed by the farmer as he can, using technical as¬ 
sistance when needed. Bennett states that “60 major soil and water con¬ 
servation practices” arc being used. 16 A crop rotation is basic. Rotations 
are of many kinds, some good and some destructive from a conservation 
standpoint; the rotation should be adapted to the capability of the land. 
Fertilizing land, the use of cover crops, and drainage arc familiar. Some 
other practices which arc less familiar but widely used in the humid areas 
arc briefly described. 

Contouring is applied to sloping land. Farming operations, plowing, 
planting, cultivating, and harvesting follow around the hill on the level. 
The curved furrows reduce soil washing and increase water absorption by 
the soil. 

Terracing is applied to steeper slopes than contouring. Ridges of soil, 
following on or nearly on contour lines, arc built across the slope to catch 
and hold the rainfall or to divert the excess slowly to outlets so as to pre¬ 
vent erosion. 

Strip cropping is the growing of two or more crops, with a cultivated 
and a close growing crop in alternate strips following contour lines. Any 
runoff from the cultivated strips is checked by the strips in grass, legumes, 
or small grain. 

Water-disposal practices such as vegetative waterways and flumes (sod 
or masonry) serve to cany’ off excess water from terrace outlets and 
contoured fields without damage to the land. Draws which carry the 
runoff from adjacent land may be protected against erosion by grasses, 
legumes, or vines. Grass waterways are used to prevent erosion and gully 
formation. 

Pasture improvement includes many practices to increase growth and 
improve quality of pastures. Among these arc rotation grazing, reseeding, 

“Adapted from Bennett, Our American Land, pp. 21-25. 

” Report of Chief of Soil Conservation Service, U.S. Department of Agri¬ 
culture, p. 50, 1948. 
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fertilizing and liming, weed control, grubbing out brush, and renovation 
of permanent pastures. 

Gully control is stopping erosion in gullies. This may be done by 
) planting grass, vines, shrubs, or trees or by mechanical means such as 
flumes, dams, or by diversion terraces. 

Pond management consists in protection from erosion and silting and 
^ aiding production of fish and other wild life. Protection of outlets and 
^fencing out livestock are essential. 

Shelter belts and windbreaks consist of planting trees and shrubs in 
belts or strips to reduce snow drifting and the effects of winds. They arc 
used to protect farmsteads, orchards, and livestock. 

Erosion-control measures in humid areas arc concerned largely with 
practices to dispose of excess water without damage to the soil. 

Conservation Practices in Dry Areas. In dry areas moisture is usually 
the limiting factor; hence practices are designed to conserve rainfall, to 
prevent erosion both by wind and water, and to maintain vegetative 
cover or mulch. T hese objectives involve some of the same practices used 
in humid areas or variations of them, as well as measures peculiar to dry 
areas such as contour furrowing to hold rainfall, contour subsoiling to 
break up the subsoil so it will absorb more water to improve grass stands, 
,and stubble mulching or mulching in which crop residues and protective 
crops arc worked into the topsoil instead of plowing them under or burn¬ 
ing them. Mulching reduces erosion, aids organic matter, and increases 
the water-holding capacity and bacterial growth in the soil. Where water 
is available either from surface sources or wells, irrigation may be applied 
to cropland; in such areas special measures of management arc required. 
Grazing, wind erosion, and irrigation districts provide the means by which 
practices are agreed upon and regulation is provided. 

The great variety of practices which are adapted to different situations 
attests the need for trained technicians to direct the work. In general the 
most productive lands need only limited protection, while those less 
adapted to intensive use need more protection. The lands of the different 
classes are by no means evenly distributed; consequently many farmers 
must use Class II, III, or IV land if they are to produce harvested crops. 

In such cases farm-conservation plans carefully applied may save the soil 
productivity from rapid deterioration. 

Results of Soil Conservation. Soil conservation has been actively in the 
picture for less than two decades. Obviously that is too short a period in 
which to expect the checking of the neglect of a century and a half and, 
much less, the correction of the damage. Despite the educational efforts 
put forth, the technical assistance provided, and the government funds 
made available, there are still many farmers who follow exploitative prac¬ 
tices oblivious of the future. But'progress is being made. 
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On this many-sided problem no over-all measure of accomplishment is 
possible and particularly of the benefits which accrue to the public 
interest. Any measurement must be on a sampling basis and be applied 
to individual farm units. In practice conservation plans must meet not 
only the needs of the land, but also of the farm as a productive unit. 
Results have been measured in a number of states in the humid area of 
the country. The most obvious change is a departure from straight rows 
and square or rectangular fields inherited from the system of rectangular 
surveys. 

Records of yields and costs present a more definite picture of the bene¬ 
fits to the farmers. Contour cultivation applied on various crops in 12 states 
resulted in increased yields of corn and soybeans by 11 per cent; small 
grains, 20 per cent; and milo, 27 per cent; runoff reduced on the average by 
one-half; and an average reduction of soil losses of 74 per cent. 17 

More detailed results under farm conditions arc afforded bv studies in 

* 

Illinois. As an appraisal of the results from specific practices, yields of 
crops grown on the contour, in contour strips, or on terraced fields on 
the contour, when compared with yields of the same crops on the same 
farms but grown in the up-and-down-hill or usual field patterns, gave 
higher yields for the contoured crops. 1 * The differences for the 7-ycar 
period 1939 to 1945 averaged 6.9 bushels per acre for corn, 2.7 bushels for 
soybeans, 6.9 bushels for oats, and 3.4 bushels for wheat. These increases 
amounted to 12 to 17 per cent of average yields. 

Operating costs for labor and for power and machinery were slightly 
in favor of the contoured farms. Over a 4-year period, 1940 to 1943, labor 
costs per acre were SI 1.20 on the contour-tilled farms and SI2.04 on those 
not contoured. Power and machinery costs per acre on the two groups 
were S7.46 and S7.82, respectively. 

The effects of a complete soil-conservation plan were ascertained by 
comparing crop yields and net income per acre on farms which had ap¬ 
plied conservation plans to a high degree with similar farms with little or 
no conservation measures (Table 76). The high-conservation farms started 
with some disadvantage both in yields and net income. They had an ad¬ 
vantage in both respects for the first 5-year period, a still greater advantage 
during the second 5-year period, and for the last year of the 10-ycar 
period had yields 15 per cent higher than the other group and an increase 
of 17 per cent in net income per acre. A similar study in Wisconsin gave 
increased yields on farms using a high degree of conservation of 20 per 

"J. H. Stallings, Effect of Contour Cultivation on Crop Yield, Runoff, and 
Erosion Losses. Soil Conservation Service, U.S. Department of Agriculture, 
1945, mimeographed. 

E. L. Sauer, Methods of Evaluating Soil Conservation Measures. Journal 
of Farm Economics, Vol. XXXI, No. 1 , February, 1949, pp. 655-656. 
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cent for corn, 25 per cent for hay, and 39 per cent for small grains, and 
a combined crop gain of 26.4 per cent. 19 

The initiation of a soil-conservation program entails outlays for soil- 
building materials and may require additional investment in equipment 
and livestock in cases in which the production is changed greatly. On 
100 farms in northeastern Illinois such costs averaged $12 an acre annually 
for the 3-year period 1945 to 1947. 20 The annual costs were divided as 
follows: $1.65 for soil materials, 96 cents for buildings, $5.85 for livestock, 
and $3.54 for machinery and equipment. Production here was shifted 
largely from a grain to a livestock basis. 

Table 76. Crop Yields and Net Farm Income per Acre on Similar Farms with Hioh- 
and Low-conservation Applications, McLean Countv, III., 1936-1945* 


Period 

20 high- 
conservation 
farms 

20 low. 
conservation 
farms 

Crop-yield index:f 



Av., 1936 (first year). 

97 

103 

5-year av., 1936-1940. 

101 

9# 

5-year av., 1941-1945. 

104 

96 

10-ycar av., 1936-1945. 

103 

97 

Av., 1945 (last year). 

106 

94 

Net income per acre:J 

-'T 

Av., 1936 (first year). 

$5.78 

$6.54 

5-ycar av., 1936-1940.. 

Q Q/v 

7 An 

5-year av., 1940-1945.. 

Q4 

• Ov 

10 77 

10-ycar av., 1936-1945. 

17 54 

14.08 

Av., 1945 (last year)... 

27.51 

22.64 



* E. L. Sauer, Methods of Evaluating Soil Conservation Measures. Journal of Farm Eco¬ 
nomics, Vol. XXXI, No. 1, February, 1949, p. 657. 
f Average yields of all crops for 40 farms equal 100. 
t Returns for capital and management. 

In the Dust Bowl areas of the Plains states where wind erosion was most 
severe, proper land use has likewise provided the best control for erosion. 
The conditions called for the development of new methods in order to 
level off the sand dunes and to stabilize the surface with growing plants 
so the land might again be made productive. The progress in control of 
wind erosion in this area has been summarized in the following statement: 

” H. O. Anderson and P. E. McNall, Six Years of Soil Conservation Farm¬ 
ing, Grant County, Wisconsin, 1939-1944. Wisconsin Agricultural Experiment 
Station, October, 1946, mimeographed. 

E. L. Sauer, Dividends From Conservation Farming. Journal of Soil and 
Water Conservation, Vol. 4, No. 1 , January, 1949, p. 36. 













LAND USE AND SOIL CONSERVATION 313 

“Approximately three-fifths of the wind erosion so far experienced in the 
southern plains can be controlled only by means of a proper land-use 
selected on the basis of land-use experience within any given locality. 
The mechanics of erosion control involving crop management, tillage 
practices, and water conservation have their limitations predisposed by 
the land-use decisions of land owners." 21 

Indicated Changes in Land Use 

From the standpoint of conservation a number of major shifts are indi¬ 
cated in our present pattern of land use. Of our present crop area 45 mil¬ 
lion acres of steep and badly eroded land should be retired to permanent 
vegetation.” Another 45 million acres should be used for long-time grass- 
legume rotations with cultivated crops limited to one year in six. This 
reduction in crop area could be offset by the addition of an equal area 
by drainage, irrigation, clearing, and other needed improvement. Of the 
remaining cropland the greater part needs some treatment: 125 million 
acres would be improved bv planting and tilling on the contour; 90 mil¬ 
lion to 100 million acres, by strip cropping; and a like acreage, by the 
building or improvement of terraces. On half of all the cropland, including 
part of that indicated as needing treatment, rotations could be improved. 
Of the pasture and range lands 360 million acres arc subject to overgrazing 
or improper grazing, 110 million acres need reseeding, and 100 million 
acres need fertilization. These situations differ greatly in degree of 
urgency; the worst arc critical, some arc serious, while in others erosion 
is at a much slower rate. 

The prospect of completing so broad a program quickly is tempered 
not only by its very size, but also by the economic position of the indi¬ 
vidual farmers. Because a conservation program involves an initial outlay 
and usually results in a lower income for a few years, the amount of new 
investment and the length of time he must wait before the higher income 
will repay his cost with interest arc important to the farm owner. 23 It may 
be critical to the tenant under a short-time lease especially if the lease docs 
not provide for repayment for his work in case he has to move before the 
plan has paid out. Moreover, the farmer incurs some added risk in the 
plan, and he is faced with the choice of whether to use his funds for con- 

" Letter of H. H. Finncll, Research Specialist, Soil Conservation Service, 
Oct. 7, 1949. 

"Report of Chief of Soil Conservation Service, pp. 16-17. U.S. Department 
of Agriculture, 1948. 

"William G. Murray, Earl O. Heady, and John F. Timmons, Economic 
Aspects of Soil Conservation Problems. Address before Soil Conservation 
Society of America, Cincinnati, Ohio, Dec. 10, 1948. 
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servation, for some other productive use, or for consumption. The result 
for many farmers is likely to be an acceptance of that part of the pro¬ 
gram which promises a quick return or involves only a limited outlay and 
a reluctance to push the whole program to completion. 

The application of conservation plans usually means a reduction in 
acreage of cultivated crops and an increase in hay and pasture area. Such 
changes involve less cash crops and more feed crops. In view of the post¬ 
war prospects of surpluses of many farm products, unless production or 
marketing controls arc used, such shifts would aid not only in maintaining 
the soil, but also in a better adjustment of production to market demands. 
Here again the individual farmer’s position is involved, for his immediate 
income is measured in quantities of products sold and price per unit, and 
he is reluctant to reduce his sales and his income even though a reduction 
by all farmers may mean higher prices per unit. 

The desire to acquire farm land often leads to settlement on land un- 
suited for general farming. In some areas, notably in the cut-over regions 
in the Lake states, this tendency has been controlled by rural zoning 
ordinances set up under state laws. Such controls arc helpful to the settler 
and the public alike in that the settler is restrained from making invest¬ 
ments in areas hazardous for farming and the state is not required to main¬ 
tain public services such as roads and schools in areas better suited for 
forests or other purposes. In these areas the public interest takes prece¬ 
dence over private interests. 

This principle of making the public interest dominant has other possi¬ 
bilities for directing land use in rural areas in order to compel the use of 
control measures on badly eroded lands of noncoopcrators or to carry out 
practices which would result in general benefits but whose cost is too great 
for individuals to undertake. To carry out such measures would require 
a greater use of the police power by soil-conservation districts than they 
have so far cared to assume. 

Summary 

The increasing scale of agricultural production throughout our national 
history and the marked response to the increased demands of the two world 
war periods attest the capacity of American farms. Yet coincident with 
this production we have reduced our soil resources by heavy cropping, 
overgrazing, and erosion by water and wind. As a result a sizable area of 
land formerly suitable for crops has so far deteriorated as to be useless or 
suited only for less intensive uses, and much other crop and pasture land 
has been rendered less productive. 

Only within the past two decades has public attention been seriously 
directed to this problem and the public as well as the individual character 
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of the problem been recognized. The problem is extremely diverse in the 
various parts of the country with their wide differences of soils, slope, 
rainfall, and land use. Research has supplied methods of erosion control 
and patterns of land use which together can check the damage and restore 
many soils which are not too far depleted. 

The application of remedial measures has been haphazard to date as a 
result of diverse means employed by many agencies on a not too well co¬ 
ordinated basis. Even so the country has become conservation-conscious, 
organized districts include more than half the area of the country, and a 
good start has been made. 

Results are difficult to measure. Sample studies indicate that conservation 
pays the individual farmer although it involves an initial expense and a 
period of waiting. The benefits to the public accrue in many ways and 
must be counted over a much longer span of time. The conflict between 
the long-time aspect of the public interest and the more immediate interest 
of the individual farm operator is the greatest deterrent to a more rapid 
application of conservation plans. This conflict is most acute with tenants 
whose interest in the particular farm is limited to the length of the lease 
and whose landlords arc interested only in the immediate income. 

Conservation plans widely applied would result in an improved pattern 
of land use through classifying land on the basis of its capability, maintain 
soil productivity, and aid in the long-time adjustment of production to 
demand. 

QUESTIONS 

1. How large is the land area of the United States? What proportion is 
used for crops? Pasture? Forest? 

2. How have these proportions changed? 

3. Why have we been wasteful of land resources? 

4. In what ways are land resources reduced? 

5. Arc such losses a necessary result of carrying on farm operations? Why 
or why not? 

6. What is soil conservation? 

7. What caused the Dust Bowl of the thirties? What areas were affected? 
May similar conditions recur? 

8. Is soil conservation an individual, local, state, regional, or national 
problem? 

9. Whose responsibility is it to undertake conservation measures? 

10. What approaches to the problem have been made through govern¬ 
mental activity? 

11. Basically, why arc different conservation practices needed in humid 
and in drv areas? 

12. List and define practices adapted to each kind of area? 

13. Can farms be kept productive without sacrificing current income? 
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farms'? Wh3t “* inV ° 1Ved “ *PP^ conservation measures to 

IS. What practical results can be expected? Does conservation pay? 

„ J,, r ° m a lon g' ,m ’e Viewpoint, what changes should be made in land 
use. Are government subsidies necessary to such a program? 


Hooks 
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Chapter 15. FARM MANAGEMENT 


Agriculture, as noted earlier, is made up of a large number of relatively 
small units. Up to this point, however, the emphasis has been largely 
upon the whole of agriculture rather than upon its parts. The marked 
expansion during the period of settlement and the subsequent technologi¬ 
cal advances which have contributed so much to total agricultural produc¬ 
tion have been viewed as great movements rather than as an increase in 
the number of farm units and improvements in the manner of handling 
them. The demands for farm products, both domestic and foreign, the 
price structure, the facilities for marketing farm products and for obtain¬ 
ing farm supplies, credit agencies, and taxation problems have developed 
largely as features external to the individual farm unit. It is true that these 
aspects of the agricultural situation have profoundly influenced the wel¬ 
fare of the individual farmer, but his problem has been to adjust his busi¬ 
ness as far as possible to these outside influences rather than to attempt to 
shape the influences to his purposes. 

I he application of conservation measures, as discussed in the preceding 
chapter, shifted the emphasis sharply to the individual unit, for the extent 
to which such measures are applied is primarily under the control of the 
individual operator. The farm operator has many other problems, too, in 
deciding what is a suitable organization for his farm unit and how it should 
be conducted. This sphere of internal organization and the direction of 
the operation of the farm to secure the greatest net income consistent with 
conservation of its resources constitutes the field of farm management. 
Some analysis of these internal problems and their relation to the external 
influences discussed in earlier chapters form the basis of the present discus¬ 
sion. The treatment is limited to full-time farms operated as business units. 

The use of records as a guide to management is discussed in the following 
chapter. 

The Farmers' Resources 

While individual farm units are of many kinds, with few exceptions 
they contain certain resources or ingredients; these are land, livestock, 
machinery, buildings, labor, and managerial ability. The amounts and 
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proportions of these various resources which are included in a farm unit 
determine its character. Thus a large area of land, a large amount of live¬ 
stock, and relatively small amounts of the other resources make up a 
cattle or sheep ranch. On the other extreme, a small area of land, coupled 
with a large amount of labor and only moderate amounts of the other 
resources, may represent a vegetable or fruit farm. Inasmuch as livestock, 
machinery, and buildings represent investments of capital, the resources 
are often spoken of as land, capital, labor, and management. In farm ac¬ 
counting the value of land may also be treated as a capital investment, and 
the returns from the farm may be expressed in terms of capital, labor, and 
management. 

How Farms Differ 

When we consider the wide differences in land capability as influenced 
by the nature and productivity of the soils, topography, rainfall, and 
temperature, it is evident that the kinds of farms developed in different 
areas must likewise show differences. To these natural differences must 
be added those which result from variations in the resources added by 
man—livestock, machinery, buildings, labor, and managerial ability. Market 
outlets often influence the proportions in which these resources can be 
combined to best advantage. The result is a great variety of farm patterns 
not only from one area to another, but also on a different scale from farm 

r 

to farm within any farming area. 

In different areas patterns have developed which arc similar with respect 
to their major sources of income such, for example, as dairy products, cash 
grain, hogs, feeder cattle, or wheat. When examined more closely, how¬ 
ever, such farms differ in total farm acreage, the acres in crops, numbers 
of livestock, months of labor used, and distribution of investment (Tables 
77 and 78). The individual farms making up these groups would, of course, 
exhibit even more variety than the groups. All these groups of farms arc 
located in the Middle Western states where farming conditions arc fairly 
uniform. Even greater variations would be found if samples were selected 
from all parts of the country. This multiplicity of patterns has resulted 
from the efforts of individual farmers to use the varied resources at their 
disposal. Some have been much more successful than others. Out of these 
experiences numerous guiding principles have been developed regarding 
the acquisition of farms and the organization of their resources to provide 
the basis for effective business units of many kinds. 

Acquiring a Farm 

The first step in farming is securing control of a farm. This step is 
normally accomplished by one of three methods-by inheritance or gift, 
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rental, or purchase. It is assumed that the prospective operator has farm 
experience; if not he should secure experience through employment on a 
farm before undertaking the many problems of management. The loca¬ 
tion and characteristics of the farm determine to a considerable degree 
how it can best be developed. The choice of a farm is therefore very 
important. When a farm is acquired by inheritance or gift, the recipient 
usually has no choice of location, although his problems of financing may 
be less and he may have acquired much information about the property, 
particularly if he has lived upon it. 


Table 77. Number and Size or Farms, Amount of Livestock, and Labor Used on Groups 
or Farms or Designated Kinds, 1937-1940* 





Amount of livestock 

Number 

State and region 



Cows 

Pigs 

weaned 

J Hens 

1 

of months 
of labor 

Dairy: 






PI 


III. 

17 

142 

79 

14 0 

30 


20.0 

Ind., northern. 

20 

108 

71 

9.0 

27 

frj 

17.0 

Iowa. 

6 


70 

13.0 

60 


16.0 

Wit. 


116 

54 

13.5 

16 

115 

20.0 

Cash grain: 








III. 


220 

186 

4.0 

19 

79 


Iowa. 

S 

180 

132 

5.0 

56 

124 


Ncbr., eastern. 



152 

3 0 

13 

102 

14.2 

Hog raising: 

M 







Ncbr., eastern. 

1E9 

Bn® 

143 

7.0 

98 

138 

15.8 

Ill. 

Kel 

Wa 


4 0 

136 

69 

16.0 

Iowa. 

59 


98 

9.0 

117 

145 

19.0 

Ind., central. 

18 


72 

5.0 

92 

107 

16.0 

Cattle feeding: 


1 






IH.t. 

19 

223 

132 

4.0 

77 

93 

22.0 

Iowa. 

104 

243 

160 

7.0 

140 

136 

25.5 

Ncbr., eastern. 

4 

183 

156 

6.0 

37 

116 

19.5 

Wheat: 








Kans., central. 

10 

329 


8.1 

13 

114 

20.2 

Ncbr., western. 

9 

632 

mm 

■XH 

10 

146 

16.3 

S.D.J. 

10 



10 0 

20 

87 



* Minnesota Agricultural Experiment Station Bulletin 389, p. 10. 
f Central and northern areas. 

X North-central and northeastern areas. 


The ideal of farm ownership, which is still held by a majority of farmers, 
developed during the period of land distribution when land could be 
acquired at little or no cost. At the present time ownership represents a 
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capital investment of considerable size, and few men can attain it except 
by a long period of capital accumulation. Renting a farm for a number of 
years is the most common way by which capital is acquired in farming. 
Some men prefer to continue as tenants rather than to buy a farm which 


Table 78. Averace Non-Real Estate Investment per Farm on Groups or Farms of 

Designated Kinds, 1937-1940* 


Average investment per farm 


State and region 

Productive 1 
livestock ■ 

Work 1 
stock 

Machinery 

and 

equipment 

Feed, seed, 
and 

supplies 

Total 

non-real 

estate 

Dairy: 






III. 

$1,554 

$284 

$1,262 

$1,176 

$4,276 

Ind., northern,. 1 

1,450 

343 

943 

854 

3,590 

Iowa . 

1,841 

261 

932 

1,127 

4,161 

Wis. 

1,650 

346 

1,300 

597 

3,893 

Cash grain: 






Ill.t. 

667 

277 

1,972 

2,480 

5,306 

Iowa .. 

1,265 

229 

1,131 

1,741 

4,366 

Ncbr., eastern.| 

532 

228 

1,010 

658 

2,428 

Hog raising: 






Ncbr., eastern. 

1,574 

349 

1,605 

969 

4,497 

Ill. 

1,496 

278 

942 

1,118 

3,843 

Iowa. 

1,956 

357 

771 

1,468 

4,552 

Ind., central . 

1.478 

280 

1,398 

1,167 

4,323 

Cattle feeding: 




Ill.t. 

3,954 

358 

1,906 

2,405 

8,623 

Iowa.. 

4,368 

494 

1,514 

2,978 

9,354 

Ncbr., eastern. 

2,350 

284 

2,204 

1,537 

6,375 

Wheat: 





Kans., central. 

1,168 

215 

2,017 

1,026 

4,426 

Ncbr., western. 

574 

85 

2,091 

1,358 

4,108 

S.D.t. 

1,720 

372 

1,721 

955 

4,768 


* Minnesota Agricultural Experiment Station Bulletin 389, p. 9. Values on prewar basis. 
In Table 62 real estate and total non-real estate values for the same groups arc given on the 
1945 price level, 
t Central and northern areas. 

X North-central and northeastern areas. 

often involves the hazards of liquidating a debt. Renting a farm often has 
distinct advantages in addition to the necessary feature of capital accumu¬ 
lation. For a young man it affords an opportunity to test his ability and to 
gain experience before investing in a unit which may be too large or too 
small for him. For a man going into a new area, renting gives time to 

















322 AN INTRODUCTION TO AGRICULTURAL ECONOMICS 


become acquainted with the new conditions. For the man with limited 
capital renting a farm of good size is often preferable to buying a small 
farm. When land prices are high or declining, renting until prices become 
stabilized may avoid an excessive investment. 

The characteristics to be looked for in a farm to rent are little different 
from those desired in a farm to purchase. What may be done to improve 
a rented farm will, of course, be influenced by the length of tenure, the 
terms of the lease, and the degree of cooperation of the landowner. On 
the other hand, a mistake in selecting the farm is less serious than if the 
farm is purchased. 

The purchase of a farm involves major decisions; not only must a host 
of things be considered, but most men buy a farm only once in a lifetime; 
hence they have only limited experience. Errors of insufficient information 
or of judgment arc therefore frequent. Numerous score cards have been 
devised that are useful in calling attention to many major and minor points 
to be watched. Among the things to be examined closely are the total 
acreage and its division into cropland, pasture, timber, farmstead, and other 
uses; the soil—its types, productivity, and physical condition; the topog¬ 
raphy, drainage, and degree of erosion; the water supply; the condition, 
adequacy, and probable maintenance cost of the buildings; condition of 
fences; presence of noxious weeds; mineral rights; tax rates; soundness 
of the title; price; the immediate needs for improvements; and possible 
methods of financing. 

Since the farm is also the home for the family, the character of the com¬ 
munity is important. Is it adequately supplied with roads, schools, 
churches, and farmers’ organizations? Are labor supplies and suitable 
markets available? What kind of neighbors docs it offer? Is the community 
well maintained or on the downgrade? Are telephone, electricity, and 
mail service satisfactory? 

The list of things to be checked might be extended both in length and 
amount of detail, but the items listed arc adequate to indicate the degree 
of care needed. Seldom will any farm satisfy the buyer’s ideal in all 
respects, but it is desirable that he know its weaknesses as well as its good 
points. The chances for success are greater if a location is chosen in an 
area in which many farms arc similar to the general plan to be developed. 
Experience has proved the adaptability of such a system to the area. 

Fortunately there arc valuable aids available to the buyer. Among these 
arc Census and crop reporting data for the area, soil reports, and PAIA 
(formerly AAA) records. Reliable information can be secured, too, from 
the county extension agent, local bankers and elevator operators, and other 
farmers in the community. 
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Siztr'of Form 


How large should a farm be? Size is most frequently measured in acres, 
though area is often an inadequate measure since a desirable size obviously 
varies with the kind of farming. The farm should be large enough to form 
an economic unit, i.e., it should make full use of its resources, and provide 
a reasonable income. The wheat farms shown in Tables 77 and 78 represent 
a fairly extensive kind of farming and are much larger in acreage than 
the rather intensive dairy farms. The months of labor and the non-real 

4 

estate capital, however, arc similar for the two groups. The cash grain, 
hog-raising, and cattle-feeding groups arc intermediate in acreage. All 
these groups may be designated as “family farms," the size of which is 
aptly described by Johnson in the following words: “A practical ap¬ 
proach to the proper size of a full-time family farm (without reference 
to a specific operaror) is in terms of the fixed plant (land and buildings) 
that can be operated by a farm family, perhaps hiring some labor in peak 
seasons, following the system of farming that is most profitable for the 
locality and using the kinds of machinery that arc available for that kind 
of farming."* 


Organization of the Farm 

The farms for which data are given in Tables 77 and 78 were going 
businesses at the time when the records were secured. It is a safe assump¬ 
tion that each operator was endeavoring to secure the highest net income 
possible with the resources at his command. The kinds and proportions of 
resources involved in the farm setup represent the organization of the 
business. Whether the organization adopted in specific cases is a good or 
poor one would have to be measured by the results secured under actual 
operation; our interest here is to examine how the organization is 
developed. 

When a farm has been acquired, the organization or reorganization of 
its resources involves many decisions. In making them two objectives arc 
fundamental: the first is to secure the greatest net return from the farm 
as a unit, and the second, to maintain or increase its productive capacity. 
Moreover, there is no “best" plan. Patterns of organization which have 
proved successful on farms with similar characteristics often prove help¬ 
ful as guides, but any plan must be fitted to the individual operator and 
the particular farm unit. 

1 Managing a Farm, by Sherman E. Johnson and Associates, D. Van 
Nostrand Company, Inc., New York, 1946, p. 62. 
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Land. Of the various resources, land is flexible in that more area may 
be added by purchase or rental or the area may be reduced by renting 
out or by sale. For a given tract, however, the flexibility is limited to the 
ways m which it may be used. The question is to decide on its best use. 
A start may be made on the plan by applying the land-use classifications 
outlined in the previous chapter. In many cases this may involve a change 
from previous uses or from former interior fence lines in order to provide 
for contour farming on cropland or for setting aside certain crop areas for 
permanent pasture or for forest uses. 

With the crop area outlined a cropping plan or rotation should be 
selected. In cases where wide differences occur in soil types or topography 
two or more rotations may be necessary to provide for less intensive use 
of some areas than of others. The rotation is closely related to all other 
parts of the organization for it not only should be fitted to the capability 
of the land and the maintenance of fertility, but it largely determines the 
kinds and amounts of crops available for storage, feeding, or sale and the 
labor, power, and machinery requirements. The number of years in the 
rotation largely influences the number of fields. 

Rotations are of many kinds, but usually consist of a combination of a 
cultivated crop, a small grain crop, and a grass or legume crop or combina¬ 
tion of the two for hay, pasture, or green manure. The rotation is ordi¬ 
narily built around the leading crop of the area which often occupies 2 
years of the sequence, thus giving a 4-year rotation. Many combinations 
of adapted crops can be made, giving rotations of various lengths, the 
choice depending in part upon the way the products are to be used. 

Livestock. Nearly all farmers keep at least enough livestock to supply 
family needs; many, however, depend upon livestock and livestock prod¬ 
ucts as a major source of farm income. Livestock serves to increase the 
volume of the farm business; to convert crops into more concentrated 
form for marketing; to make profitable use of low-grade grains, pastures, 
and unsalable roughages; to utilize farm labor in seasons when field work 
is slack; to maintain fertility; and to make fuller use of buildings. 

The feed requirements of the different classes of livestock arc widely 
different. Hogs and poultry require large amounts of grains and little 
roughage. Beef cattle and sheep use large amounts of pasture and rough¬ 
ages and little grain until they arc to be finished for market; the amount 
of grain is then sharply increased. Dairv cattle need ample pasture and 
roughage of good quality together with grain in proportion to milk pro¬ 
duction. Because feed requirements differ both with kinds of livestock 
and with the stage in their production, the livestock program obviously 
needs to be developed in close relationship to the crop-rotation and 
pasture areas of the farm. 
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The amounts of labor needed to care for livestock differ in a similar 
way. A d 
hogs and 

the labor requirements are least in amount and the most seasonal in dis¬ 
tribution. The livestock program, therefore, should be developed in rela¬ 
tion to the available labor supply and the seasonal requirements on crops. 

The shelter needs for livestock determine in part the building require¬ 
ments. Dairy cattle have the most exacting requirements, particularly if 
fluid milk is produced for market. Hogs and poultry on the average farm 
require a relatively small investment in shelter, but its type is important. 
Beef cattle and sheep arc least exacting in shelter needs. 

Livestock enterprises provide a maximum of flexibility both in kinds 
of products marketed and in adjustments to price changes, but they re¬ 
quire also a high degree of managerial ability. Livestock if well handled 
is an asset, but if poorly managed it may be a definite liability. 

Farm Machinery. Machines have been devised for performing most 
kinds of farm work. Not only tractors, but most kinds of field machinery 
arc available in sizes adapted to large or small areas. Many farmers con¬ 
sider a truck necessary for marketing products and securing supplies. On 
livestock farms considerable equipment may be necessary to carry on 
livestock enterprises in an efficient manner. Few farmers though can 
afford the initial investment or the overhead costs of depreciation and of 
operation for all kinds of farm machines and equipment which they might 
use. The operator must decide what machines are really necessary for the 
farm plan being developed. The possibility of joint ownership of machines, 
of employing owners of machines to do certain jobs, or of doing custom 
work for other farmers may settle the question regarding some larger 
pieces of equipment. 

Machinery costs represent one of the major farm expenses. The operator 
with good mechanical ability and a well-equipped farm shop can ma¬ 
terially reduce maintenance costs. Serviceable shelter when machinery is 
not in use reduces depreciation. 

Buildings. The kinds and extent of farm buildings needed are deter¬ 
mined by the farm production and equipment. They should provide 
enough space for the storage of feed and grain and shelter for livestock 
and machinery. Because of high construction and maintenance costs build¬ 
ings should be held to minimum requirements. The internal arrangements 
of buildings as well as their relation to each other and to lots and pastures 
influence greatly the amount of labor required in caring for livestock and 
in performing other work about the farmstead. Frequently a major over¬ 
hauling is necessary to convert barns built in horse-farming days to fit the 
requirements of a machine age. Often the existing buildings must be 


iiry herd requires a large amount of labor throughout the year; 
poultry an intermediate amount; and for beef cattle and sheep 
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utilized to the best possible advantage until a better suited plan can be 
developed and financed. 

1 he farm dwelling deserves special consideration as the home of the 
farm family and the center of the business. Fortunately the general avail¬ 
ability of electricity has made possible the use of laborsaving equipment 
which has greatly reduced the drudgery and improved the comfort of 
farm dwellings. The radio, telephone, and good roads have removed the 
isolation which once prevailed. 

Labor. On family farms the labor supply is furnished largely by the 
farmer and members of his family. For additional labor supplies exchange 
work with neighbors or hired labor must be secured. Much farm labor 
requires a considerable degree of skill in connection with many kinds of 
jobs and a willingness to assume responsibility. Some jobs, however, are 
less exacting both in skill and strength, so can be performed by inexperi¬ 
enced help. 1 (trough such tasks as caring for poultry and other lighter jobs 
the farmer’s children gain experience for greater responsibilities. With a 
limited amount of labor available it can be utilized to the best advantage 
if the requirements arc well distributed throughout the year. Such a 
distribution is one objective of a careful planning of the crop and live¬ 
stock enterprises. 1 otal labor requirements are influenced also by the farm 
layout—the size, shape, and location of fields—and the building and lot 
arrangement at the farmstead, as well as by the laborsaving equipment 
available. 


Managerial Ability. Of the farm resources managerial ability is the 
most difficult for the operator to appraise for he must evaluate his own 
abilities and weaknesses. Moreover the form of organization of the busi¬ 
ness and the success of its operation depend upon the competence of 
management. 7 hat men differ greatly in this respect is consistently shown 
by the differences in earnings on farms operated under similar conditions. 
The manager needs a wide fund of knowledge and good judgment, for he 
must decide when and how the many farm practices should be performed, 
how labor and equipment arc to be handled, when products are to be 
marketed, how- production should be changed in line with prospective 
changes in demand, when and how much new capital should be added, and 
when new developments should be adopted. The job is never entirely 
completed for conditions change requiring new adjustments. 

Out of these resources, land, livestock, farm machinery, buildings, labor, 
and managerial ability, the farm organization is developed—the plan upon 
which the business is to be launched or reorganized. The plan cannot be 
developed piecemeal, for, as indicated, each part is closely related to all 
the others, and the objective is to secure a balanced unit for the whole 
farm. This purpose may be furthered by developing alternative plans par¬ 
ticularly for livestock enterprises and by comparing the relative merits of 
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each. When once the plan has been decided the process of shifting from 
the previous to the new plan may extend over a considerable period. Some 
time obviously is necessary to work out the changes desired, especially 
if they arc extensive, without involving unnecessary expense or disruption 
of production. 

Operation of the Farm 

Farm operation is closely related to organization; in fact, they overlap 
at many points, and each of these phases of management supplements the 
other. Operation consists of putting the over-all plan into practice, the 
integration of its parts in the general plan as well as in the daily work pro¬ 
gram, the application of specific practices to each enterprise or part of the 
business, the relation of the internal aspects of the farm to outside agencies, 
and the records by which the success or failure of the business is measured. 

The human factor plays a leading role, for on most farms the farmer 
is both manager and laborer as well as owner of all or part of the resources. 
This triple role has the advantage of coordinating the planning and the 
carrying out of the plans. It has the disadvantage that many men arc not 
equally proficient in all phases, and the management aspect may suffer 
because of the pressure of doing current labor tasks. 

Duties of the Operator on the Farm. Since this human factor is ob¬ 
viously the dominant influence in all parts of the business, the nature of 
farm operation may be interpreted by pointing out some of the tasks 
which confront the farmer as an operator. All phases of the business in¬ 
volve some labor. The operator must therefore develop a labor schedule 
or program which will appraise the amount of labor needed in relation 
to that available; secure additional labor when necessary, determine the 
basis of compensation, and direct its activity; determine priority of tasks 
when conflicts arise; provide for quick shifts when weather halts the day’s 
schedule; use slack seasons to have things in readiness for busy periods; 
train inexperienced help to do tasks within its capacity; and constantly be 
alert to provide safe working conditions for all workers. 

The character and proportions of the crop and livestock enterprises are 
set up in the organization, but the development of these plans involves 
operation. In crop production the time of plowing, for example, should 
be related not only to the time of planting, but also to the general program 
of work, the character of the soil, and the control of erosion. What kinds 
of soil treatment are needed, how they arc to be applied, and at what point 
in the rotation affect the whole cropping plan. For each crop decisions 
involve the use of varieties adapted to the area, the rate and time of seeding, 
seed treatment, tillage methods, weed control, insect control, and time 
and methods of harvesting. 

With livestock enterprises the requirements upon the operator arc even 
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more constant. Feeding programs need to be fitted not only to the needs 
of the animals in order to secure satisfactory production or gains, but also 
to available feed supplies and economy of production. Pasture arrange¬ 
ments, water supply, and use of shelter influence gains as do measures 
for sanitation and disease control. Breeding and feeding schedules should 
be timed so that animals will be ready for sale when markets are favorable. 
In buying feeder stock the operator decides the grade of animals suited 
to his conditions and the degree of finish to be given them. The require¬ 
ments differ for each species and to a lesser extent for various qualities and 
ages of animals of the same species. Much of the daily care of livestock 
comes under the heading of “chores,” which on a livestock or dairy farm 
constitute an important segment of the farm work. 

Another important phase of operation concerns the use and maintenance 
of buildings and machinery. Closely associated with the buildings are the 
lots, roads, and lanes which together with the dwelling area make up the 
farmstead. Many of the jobs performed at the buildings arc repeated day 
after day; hence the arrangements of buildings and lots and the planning 
of the work offer much opportunity for saving of time and travel. Main¬ 
tenance of buildings involves repairs and painting to keep them serviceable. 
Putting things away and cutting weeds add to attractiveness and in the 
long run to profits. 

With the high degree of mechanization on most family farms the opera¬ 
tion and repair of machinery has become a highly skilled job. The care 
given to machinery has much to do with its length of life. Whether the 
prospective saving of labor will justify the purchase of a machine and 
when a new or improved machine should replace an old one concerns the 
operator. He must decide, too, the sizes and types of machines best adapted 
to his needs. r 

Relations with Outside Agencies. Operation extends beyond the fence 
lines and involves many relations with outside agencies. Among these 
buyjng and selling are important. Modern farming is highly commer¬ 
cialized, /.<?., it depends largely upon other businesses for much of its 
supplies and for a cash market for its products. Buying supplies covers a 
wide range of products: power units, machinery, fuel, building materials 
and fencing, livestock, seeds, supplemental feeds, and many minor items. 

For each purchase numerous questions arise-the kind of product, its 
quality and price; where to secure it; whether to buy independently or 
through a cooperative organization; and in some cases whether outside 
financing is desirable. 

Similar problems are involved in selling his products. While the general 
period of marketing is closely associated with the production plans the 
condition of the market must be appraised from day to day to decide the 
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best time for selling. For storable products the farmer must decide whether 
to sell at harvest time, to hold them for future sale, or to put them under 
government seal when available. He must choose the marketing agency— 
whether independent or cooperative-that will give the greatest return. 
The answers are bv no means always the same. To decide wisely the opera¬ 
tor needs to study current and prospective market trends and to be 
familiar with the marketing facilities in his area. 

Integrating the Business 

Just as the various resources of the farm need to be carefully related 
to form a well-knit organization, so do the various phases of operation 
need to be integrated with each other and with the entire organization to 
make a successful business unit. The farm business is dynamic. Conditions 
both within the fence lines and outside change from season to season and 
from year to year. The manager must therefore be alert to adjustments 
which should be made in the organization and operation of the farm. In 
order to secure the maximum net income his attention needs to be directed 
to those phases of the business which contribute to high production, to 
orderly marketing in seasons when prices arc favorable, and to the control 
of expenditures for operation and capital investment. This objective is 
seldom achieved bv extremely high production which is likely to be costly, 
or by extremely low expenses which arc apt to limit production, but 
rather bv a balance of enterprises which make full and efficient use of the 
resources on the farm and permit a reasonable adjustment to outside 
conditions. 

Sources of Information 

The modern farmer has much help available as he undertakes the 
multiple problems of developing a sound organization and efficient opera¬ 
tion of his farm. Many educational and service agencies, whose develop¬ 
ments were traced earlier, arc available to give him assistance. The state 
agricultural experiment stations carry on studies relating to all phases of 
farm production. The results arc available through publications and 
through the activities of county agricultural agents. Farm journals carry 
timely information, and marketing and financing agencies may assist with 
problems in their fields. The provisions of governmental programs are 
available through PMA offices. Economic information is published by the 
extension services of many agricultural colleges on a monthly and some¬ 
times on a weekly basis, and also by the U.S. Department of Agriculture in 
the pamphlet The Agriculttcral Situation published monthly on a sub¬ 
scription basis. 
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Systems and Types of Farming 


The foregoing discussion indicates that the organization of each farm 
unit presents an individual problem. The patterns which emerge are 
seldom identical, but their similarities are often more marked than their 
differences. While farms may be classified in many ways, the most com¬ 
mon basis is that of the principal product or products sold. Thus farms 
which differ greatly in area and in crops grown but which are alike in 
securing most of their income from hogs would be classified as hog farms. 
In contrast, of three farms of similar area and growing similar acreages 
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of crops, one on which crops are marketed directly is classified as a grain 
farm; another on which they are fed to hogs is a hog farm; while the third, 
on which they arc fed to beef cattle, is a beef-cattle farm. More detailed 
classifications may be made within each group based upon the methods 
or practices used. Such designations for individual farms are termed sys¬ 
tems of farming. 2 

An area in which many farms have a general similarity in size, products 
sold, and methods followed is called a type of farming (Fig. 33). It is 
apparent that the number of types of farming depends upon how minutely 

1 Johnson and Associates, op. cit., p. 27 . 
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each type is described. In most, if not in all states, the major farming-type 
areas have been delineated on a more detailed geographic basis. These 
areas vary in number from 4 in Virginia and 5 in Iowa to 20 in Missouri 
and 25 in Pennsylvania.* Even more detailed areas, totaling about 900 for 
the entire country, have been mapped. 1 This large number of types of 
farming serves to emphasize both the similarities and differences in farms. 

Table 79. Number and Per Cent Distribution or Farms by Type of Farm, United 

States, 1945* 


Type of farm 

Number 
of farms 
(thousands) 

Per cent 

Farms with no products sold or used. 

98.7 

1 7 

Farms, unclassified. 

7 6 

0.1 

Farms producing products primarily for own household use. 

1,289.2 

22.0 

Farms producing products primarily for sale. 

4,463 7 

76.2 

Fruit and nut farms.... 

133.6 

2 3 

Vegetable farms.1 

92.2 

1.6 

Horticultural specialty farms. 

16.0 

0.3 

All-othcr-crop farms (field crops). 

1,862.6 

31.7 

Dairy farms. 

Poultry farms . 

558.6 
274.5 

9.5 

4 7 

Livestock farms. 

806.3 

13.8 

Forest-products farms. 

29.0 

0 5 

General farms. 

690 9 

11.8 

All farms. 

5,859.2 

100.0 


• U.S. Census, 1945. 

A slightly different classification of farms by types of farming appears 
in the U.S. Census of Agriculture. In this classification the basis is products 
for sale or use without reference to geographic location. Thus in the 
Census of 1945, after eliminating farms with no products and some which 
could not be classified, the remainder were classified into 10 groups, one 
including farms producing products primarily for own household use, 
8 based upon a single source of income which exceeded 50 per cent of 
the total value of products sold, and one general group in which no single 
source amounted to as much as 50 per cent of all products sold (Table 79). 

The Census definition of a farm includes many small, part-time, and 
self-sufficient farms. 5 Thus nearly a fourth of the farms produced no 

* M. H. Overton and L. S. Robertson, Farm Management and Marketing, 
pp. 89-116. 

' Johnson and Associates, op. cit., p. 28. Generalized Types of Farming in 
the United States, 1949. U.S. Government Printing Office. 

4 Sec Chap. 5. 
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products or primarily for their own household use. When farms are 
arranged by economic classes (Table 18), the proportion with limited 
production is even larger, for 43 per cent of the least productive of 
the farms produced in 1944 only 5 per cent of the total products sold. 
Such units which produce primarily for their own households or whose 
production is very limited usually represent limited resources and there¬ 
fore offer less opportunities for management since their objectives are 
not based upon market production with full use of balanced resources. 

Three-fourths of the farms classified in the Census produced products 
primarily for sale. Of these field crop, livestock, general, and dairy farms 
made up a large proportion. The remainder were largely specialty farms 
of various kinds. While some farms in these groups are quite small and a 
few are very large, the larger proportion are the typical American family 
farms. 

Summary 

Farm management consists of the organization and operation of a farm 
to secure the greatest net income consistent with the conservation of its 
resources. The organization, or internal structure, is concerned with the 
proportions of the resources, land, livestock, machinery, buildings, labor, 
and managerial ability which go into the make-up of the business. These 
resources, often classified as land, capital, labor, and management, are all 
variable; hence many possible patterns might be devised. The selection of 
a particular farm, whether acquired by inheritance or gift, rental, or pur¬ 
chase, narrows the range of possibilities, for in practice some of these 
resources are nearly always limited in amount or quality, or both. The 
problem of organizing the farm unit, therefore, is that of making the best 
possible combination of the resources available to the farmer. 

Farm operation, the second phase of management, consists of putting 
the organization plan into practice and the conduct of the business with 
respect to both its internal relationships and dealing with outside agencies. 
The farm business is dynamic in nature; hence its plan of operation and 
organization should possess a measure of flexibility to provide for needed 
adjustments in the day-to-day schedule or in the longer run plans. The 
demands upon the farmer in his triple role of manager, laborer, and owner 
of all or part of the resources are very diverse. He has, however, many 
sources of information available which enable him to apply the results of 
research and the experiences of other farmers. 

While farms are seldom identical in all their resources, similarities i° 
certain respects are common. The kind of major product sold forms a 
practical basis of classifying individual farms into systems of farming- 
while the occurrence of many farms of a similar kind in an area constitutes 
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a farming type. These larger groupings of systems and types of farming 
are useful in the study of farm management in that they provide the 
means for a broader analysis and a more general application of the basic 
principles of management to larger numbers of individual farm units. 


QUESTIONS 

1. What resources are necessary for a farm business? 

2. What kinds of patterns result when resources are combined in differ¬ 
ent ways? 

3. How may one acquire a farm? 

4. For a man with limited capital, what is the best way to get started in 
farming? 

5. What effect do price levels have upon the time and manner of starting 
to farm? 

6. What conditions limit the maximum and minimum sizes of farms from 
an operating standpoint? 

7. What is meant by farm management? 

8. Differentiate between farm organization and farm operation. 

9. What different roles docs the farmer have with respect to his business? 

10. In planning the organization of a farm, what resources arc most fully 
under control of the farmer? 

1 1. List the various kinds of jobs that fall to the farm operator. 

12. What conditions call for adjustments in the farm plans? 

13. From what sources may a farmer keep informed? 

14. Should a farmer undertake experiments on his farm? Why or why 

not? 7 

15. Differentiate between systems and types of farming. 

16. What gives rise to systems of farming? To farming-type areas? 


EXERCISES 

1 Outline and label the farming-type areas in your state as developed by 
the College of Agriculture or as shown on map of Generalized Types of Farm¬ 
ing m the United States, published by the Bureau of Agricultural Economics, 
U.S. Department of Agriculture (0-836861), 1949. 

2. Select a typical county in each of two farming-type areas in your state. 
For each county reduce pertinent census data on farm acreages and crop and 
livestock production to a per-farm basis. Compare these per-farm figures. 

3. Measure a farm and draw a map to scale to show field and farmstead 
arrangement. Label fields and buildings. 
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Chapter 16. FARM RECORDS AND THEIR USE 


The farm business needs adequate records just as docs any other type 
of business. The total investment in the business mav easily amount to 
S50,000. It is not unusual on the highest value lands for it to even double 
this figure. Often many different products are grow n; they are disposed 
of in various ways; and many financial transactions of buying and selling 
take place. Records arc necessary not only to keep track of all these items, 
but also to obtain information to guide the management of the business. 
Few farmers have had training in the technical forms of accounting com¬ 
monly used in other lines of business, and the farm business is seldom 
large enough to justify the employment of a bookkeeper or accountant. 
These conditions limit both the time that can be given to record keeping 
and the character of records which can be used. 

Purposes of Records 

Records arc not an end in themselves but the means of attaining certain 
ends. The extent to which these ends arc served will, of course, depend 
upon the scope and accuracy of the records kept. To serve the farmer’s 
needs adequately records should provide the basis for five uses. 

1. They should provide a history of the farm in operation. How the 
farm’s resources arc being used, the amount of capital invested in different 
parts of the business, how the crop area is divided among the various crops, 
the scope of the productive enterprises, the amounts of physical produc¬ 
tion, the financial transactions of buying and selling with the prices paid 
and received, and finally the earnings as they arc made year by year-all 
these make up the history and provide the basis for the other purposes. 

2. They should serve as a measure of earnings of the farm as a unit. An 
over-all measure affords a general appraisal of how well the various re¬ 
sources arc combined into a business unit. The reasons accounting for 
this position must be sought in a more detailed evaluation of the various 
parts of the business. 

3. They should provide the basis for evaluating the organization of 
the farm. Even though the organization has been well worked out, adjust¬ 
ments will be needed from time to time. Enterprises may not work out as 
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planned, changes in the relative prices of farm products, the application 
of governmental regulations or the use of soil-conservation measures may 
call for either short-time or long-time adjustments in the setup of the 
business. 

4. They should provide a guide for farm operation. Whether the work 
program is giving satisfactory results day by day and season by season, 
whether the yields of crops and the production and gains of livestock are 
up to reasonable standards, whether gross receipts measure up to expecta¬ 
tions and expenses are kept in proper relationship with receipts, all affect 
the degree of success of the business. 

5. They should provide the basis for income-tax returns. Under existing 
laws all farmers on family-size farms must file returns for Federal income 
tax. Many states also use income raxes and require similar returns. While 
income-tax returns may be filed by using less information than is needed 
for management purposes, the information needed for the manager serves 
both ends. 

Distinction between the Farm Business and Personal Items 

In few other lines of activity are the business and home or personal 
aspects of the operator so closely related as in farming. The farm home 
serves as the center of the business; often all members of the family help 
carry on the farm work; part of the farm production is used for food for 
the family or the hired help, and farm products are frequently exchanged 
for purchased foods. Some items of expense, such as those for the tele¬ 
phone, electricity, and the automobile, usually are jointly business and 
personal. For both management and income-tax purposes a clear distinc¬ 
tion needs to be drawn. The manager can then study the business results 
unhampered by the personal habits of the family; for income-tax purposes 
business expenses are deductible while personal items are not. 

Kinds of Records 

Several kinds of records are in use on farms. Each has some merit, but 
they differ greatly in the extent to which they fulfill the foregoing p ur ' 
poses. Kinds of records used include an inventory and net worth state¬ 
ment, record of cash receipts and expenses, the single-entry record com¬ 
monly called farm records or farm accounts, and complete cost or doub c- 
entry records. 

Inventory and Net Worth Statement. The inventory and net wort 
statement is usually recorded at the beginning and end of the accounting 
year and ordinarily covers the calendar year. As usually kept bv the 
individual farmer such a statement includes both business and person 
items. It may be set up to include the farm business only. It consists of three 
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parts: assets, liabilities, and net worth. The assets are usually classified as 
to how quickly they could be liquidated if necessary, and the liabilities 
as to time of payment or the type of security pledged for them. A financial 
statement of this type is shown. It includes both business and personal 
items (Form 1). 


Form 1. Financial Statement (January 1 and December 31, 19..)* 


Jan. 1 Dec. 31 
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position of the farmer on specific dates but tells nothing of what occurs 
between those dates nor the causes for the changes shown. Moreover, 
gains or losses may result from outside influences such as inheritances or 
<rifts received or returns or losses from nonfarm investments. Withdrawals 
for family uses also affect the result. Even if personal items were classified 
separately the resulting over-all figure for the farm would offer little 
guidance for management. 

Cash Receipts and Expenses. An unclassified record of cash receipts 
and expenses shows only how much income was received and how much 
was spent during the year or accounting period. If receipt and expense 
items arc classified so as to separate personal items from the farm busi¬ 
ness and further to separate the business items by kinds, the record be¬ 
comes much more valuable since it portrays the various sources and 
amounts of receipts and kinds and amounts of expenses. When supple¬ 
mented by a record of depreciation and sales of capital items, such a tab¬ 
ulation forms a suitable basis for an income-tax return on the cash basis. 

From the standpoint of management, however, such a record is defi¬ 
cient. A large cash income may result because inventories carried over 
from the preceding year have'been sold; or cash receipts may be low 
because much of the current year’s production is on hand at the end o 
the year; or funds may have been invested in buildings, soil improvements, 
machinery, or livestock which arc on hand. The lack of inventories may 
thus lead to a biased picture of the farm as a business unit. 

The Single-entry Record. The single-entry type of record is most 
commonly used by farmers. As ordinarily used it is limited to the farm 
business and omits the personal items. This type of record includes in¬ 
ventories and capital values of the farm business at the beginning and cn 
of the accounting year, the purchases and sales during the year, and various 
production records. A full record of the farm as a unit is secured. Recor 
books of this type vary greatly in the extent to which they provide or 
breaking down the business into the various enterprises so that each mav 
be studied separately. The amount of information secured depends upon 
the amount and kinds of details that are recorded. Records of this type 
ordinarily provide the information needed for filing income-tax returns 
on either the cash or accrual basis. 

Single-entry record books are available from various sources. Tnos 
published by the agricultural extension services of the land-grant colleges 
are adapted to the conditions of the state where issued and include forms 
and directions for analysis of the completed record. Often some assistance 
is provided for summarizing and analyzing rhe record. Some banks and m 
dustrial concerns dealing with farmers also publish record books. I he 
differ greatly in value and usually provide only limited detail in r e 
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analysis. Some record books are designed primarily for income-tax pur¬ 
poses and are of little value for the needs of management. 

Double-entry or Complete-cost Record. A complete-cost record goes 
beyond the single-entrv record in two respects. It provides for recording 
much more detail and employs the commercial method of accounting 
which permits an accurate allocation of receipts and expenses to the 
various productive enterprises. It provides, therefore, the maximum 
amount of information. For this reason this method of record keeping 
has been used chiefly for research purposes and by farm businesses which 
are large enough to justify the employment of a trained accountant. For 
farmers generally, however, cost records arc not suitable because of the 
large amount of time and the technical training required. 

The kind of record which is best adapted to a farm depends greatly 
upon the kind of information desired and the skill of the farmer in keeping 
it. The value of the record may be increased greatly when the services 
of specialists are available to assist in its interpretation. In this connection 
the extension projects in farm accounting, carried on by the land-grant 
colleges, have made wide use of the single-entry type of record with 
satisfactory results. 

Organization of a Single-entry Record 

The calendar year beginning Jan. 1 and ending Dec. 31 is most com¬ 
monly used as a time basis of accounting both for farm analysis and in¬ 
come-tax purposes. A “fiscal" year may be used, i.e., one beginning on the 
first of any other month and continuing for a 12-month period. To portray 
accurately the results of the business the record must show the condition 
at the beginning of the accounting period, the activities of production, 
buying, selling, and use during the year, and the condition at the end of 
the period. 

Three kinds of financial accounts occur in the record. Each of these, in¬ 
ventory, cash, and capital accounts, is handled in a different way. A clear 
understanding of each and its place in the record is essential. In addition 
the farm record includes supplementary information on land use, physical 
production, unpaid labor, and farm products consumed on the farm. Feed 
records may also be added. 

Inventory Accounts. The inventory accounts include those parts of 
the farm business which contribute directly to the farm income cither 
through their sale or through their direct use to produce salable products. 
Market livestock arc raised and fattened to produce income. Dairy and 
breeding animals, while kept for the immediate purposes of producing 
young animals or livestock products such as milk, eggs, and wool, do 
eventually go to market, hence are usually included in inventories to- 
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gethcr with the market livestock. Work stock, likewise, are usually listed 
in the inventory accounts because of similarity to other livestock accounts. 
Dairy, breeding, and work animals may be considered as capital items, but 
this practice is likely to lead to confusion when young animals listed in 
the inventories become a part of the dairy or breeding herds. 

The crops produced are either for direct sale or for use in producing 
livestock or livestock products. The various field-crop products are usually 
grouped together in a “feed, grain, and seeds” account in which each crop 
is recorded separately. In areas of specialized production it may be desir¬ 
able to set up special accounts for major sources of income such as fruits, 
vegetable crops, tobacco, cotton, etc. 

Because a part of these products is carried over from one accounting 
year to the next, inventory accounts have four parts: opening inventory, 
closing inventory, purchases, and sales. The inventories are a part of the 
farm investments; they record the amounts and values of each product on 
hand at the beginning and again at the end of the year. Changes in the price 
level or in the value of individual items from one inventory period to the 
next are reflected in the values shown. Purchases of inventory items differ 
from operating expenses in that they increase the quantity of directly pro¬ 
ductive goods on hand. Conversely, the sales of such items convert these 
goods into cash and, on most farms, account for the major part of the 
farm income. 

Cash Accounts. The cash accounts include items that are wholly cur¬ 
rent in nature; they apply to operating activities and normally have no 
carry-overs into the next year. Such accounts have receipts and expenses 
only and no inventories. Credit transactions are usually recorded at the 
time of the transaction rather than when payment is completed. This 
practice simplifies the record keeping and avoids omissions. 

Cash Receipts. On some farms the largest items of cash receipts arc 
from the sales of dairy products and eggs. These sales might be con¬ 
sidered as income to the inventory accounts of dairy cattle and poultry, 
and are so considered in some parts of the analysis, but because these 
products are perishable and must be disposed of currently, the sales arc 
classified under the cash accounts. Other cash receipts include those from 
government payments; custom work performed with farm machinery, 
other work off the farm; refunds on purchases of motor fuel, fee s, 
and the like; rental of buildings; breeding fees, 1 and other miscellaneous 


receipts. 

Cash Expenses. Operating expenses are numerous and diverse in char¬ 
acter. These include outlays for real estate and personal-property taxes. 
1 In some record books breeding fees are entered as part of the livestoc 


accounts. 
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hired labor including the value of products furnished, machinery repairs, 
machinery hire, motor fuel for farm use, commercial fertilizer, crop ex¬ 
pense, livestock expense, breeding fees, building and fence repairs, the 
farm share of expenses for the automobile, electricity, telephone, news¬ 
papers, and rental of safety-deposit box, and other miscellaneous items. 

The classification of expense items may vary somewhat from one record 
book to another. The three items of machinery expense, repairs, hire, and 
motor fuel, for example, might be combined, but the more detailed classi¬ 
fication provides a more distinct picture of these major expense items. The 
purpose to be served is important and any classification should contribute 
to the later analysis. 

Capital Accounts. Capital accounts include those investments in the 
farm business which contribute indirectly to the income. Two types of in¬ 
vestments are represented; those which are worn out over a period in the 
production of income, and land, which is looked upon as permanent. 

Depreciable Items. Types of capital which arc worn out in the pro¬ 
duction of farm income may be classified in four groups: machinery and 
equipment, automobile, soil improvements, and buildings and fences. Be¬ 
cause these items last for a period of years, each individual account has 
four parts: remaining cost at beginning of year, remaining cost at end of 
year, capital purchases, and capital sales. The capital purchases represent 
additions of capital for producing goods for sale or use, and capital sales 
result when such equipment is sold before it becomes useless. These parts 
correspond to the purchases and sales of inventory items. Similarly, the re¬ 
maining costs at the beginning and at the end of the year correspond to the 
opening and closing inventories. The value of capital items, however, is 
calculated in a different way from that of inventories. 

Land. The land (without improvements) is not subject to deprecia¬ 
tion. Its value, of course, may change because of changes in price level or 
because of changes in productivity which result from cropping practices, 
erosion damage, application of conservation measures, and the like. Such 
changes are not reflected as current receipts or expenses in the business 
record. 

The place of the inventory, cash, and capital accounts in the organiza¬ 
tion of the record, and the parts represented by the individual accounts in 
each group may be shown graphically (Form 2). Each of these individual 
accounts may contain many entries with which would be recorded details 
of dates, quantities, and values. 

From this illustration it is apparent that the total investment in the busi¬ 
ness at the beginning and end of the year is the combined value of inven¬ 
tory and capital accounts. Cash income is of three kinds: that from sales of 
inventory items, receipts from cash accounts, and sales of capital items. 
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Form 2. Outline of Financial Accounts 


I. Inventory Accounts 
Inventory, 

Jan. 1 Purchases 


Cattle. 


Hogs. 

Sheep. 

Poultry. 

Horses. 

Feed, grain, and seeds. 

II. Cash Accounts 

Sales and 


Receipts Purchases Receipts 

Dairy products. 

Eggs. 

Government payments. 

Custom work. 

Work off farm. 

Refunds. 

Breeding fees. 

Miscellaneous. 

Expenses 

Taxes. 

Hired labor. 

Machinery repair. 

Machinery hire. 

Motor fuel. 

Fertilizer. 

Crop expense. 

Livestock expense. 

Building and fence repairs. 

Insurance. 



Inventory, 
Dec. 31 


Interest. 

Automobile expense (farm share). 

Electricity (farm share). 

Telephone (farm share). 

Miscellaneous. 

III. Capital Accounts 
Remaining Cost, Capital 
Jan. 1 Purchases 

Machinery and equipment. 

Automobile (farm share). 

Soil improvements. 

Buildings and fences. . 

Value, Jan. 1 


Remaining Cost, 

Capital Sales Dec. 31 


Value, Dec. 31 
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Money paid out is also of three sorts: for purchases of inventory items, 
operating expenses under cash accounts, and capital purchases. 

Valuation of Items in Financial Accounts. Purchases and sales, whether 
of items in inventory, cash, or capital accounts, establish specific values 
for record purposes. The valuation of inventories and remaining cost of 
depreciable capital items is more difficult. For inventory purposes, market 
values less cost of marketing are commonly used. This basis is easily ap¬ 
plied to livestock which is in near-market condition, but requires judgment 
in applying it to growing or half-finished livestock, and especially to dairy 
and breeding animals, w hose value depends largely upon their usefulness in 
the herd. For feed and grains the chief problem is concerned with ascer¬ 
taining the correct quantities on hand, and in some cases quality must be 
considered. 

Depreciation. The value of depreciable capital items is based upon 
their cost to the owner adjusted for the annual wear and tear for the years 
he has used them. This yearly wear and tear is called depreciation. I he 
basic principle is that the full cost of such farm property should be charged 
off as farm expense, but the cost must be prorated over the expected life. 
The remaining cost of an item at the beginning of the year is its cost when 
acquired reduced bv the annual allowances for depreciation for the years 
it has been used. Its value at the end of the year, of course, is further re¬ 
duced by the amount of depreciation for the year. 

Depreciation is frequently disregarded because no money is paid out 
currently. Depreciation is really a prepaid expense, the outlay having 
been made when the machine or other item was purchased. The annual 
calculation of depreciation is simply charging a fair part of this prepaid 
expense to the current year’s operations. Several methods of calculating 
depreciation arc in use, but that most commonly used is the straight-line 
method in which the original cost is distributed evenly over the estimated 
years of life; for example, a tractor, purchased for 52,250 and estimated 
to last 10 years, has an annual depreciation of $225. 

Depreciation on machinery gives little difficulty, for the cost is usually 
known and the useful life can be estimated fairly accurately. Miscellaneous 
small tools of low cost and short life arc usually charged off currently. 

The automobile differs from machinery only because it is commonly 
used for both farm and family purposes; hence the expenses (and in¬ 
come, if any) must be divided at the end of the year. 

The cost of soil-building materials such as agricultural limestone and 
rock phosphate, whose value extends over several years, is depreciated in 
the same manner as machinery, a 5-year period being frequently used. 
The cost of some soil-conservation structures not made of earth may be 
handled in the same way. 
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The greatest difficulty arises with depreciation on buildings because of 
their longer periods of use and because they are normally bought as part 
of the farm; hence no separate valuation is established. The farmer’s 
dwelling is excluded from the list of buildings except when parts are used 
for business purposes, like providing shelter for hired help, because his 
home is a personal rather than a business item; the house for the hired man, 
however, is included. For new buildings the costs of materials and labor 
are known, and the chief problem is estimating the life, which may vary 
from perhaps 5 years for temporary corn cribs to 40 or 50 years for 
permanent structures. For older buildings both current values and re¬ 
maining life must often rely upon careful estimates. The remaining value 
of capital items at the end of the year is carried over as the beginning 
value for the following year. 

Land Values. The appraisal of land values is probably subject to the 
greatest variation. Extremely high values of inflation periods or low values 
of depression periods obscure the longer run productive basis of value. 
For land which was purchased recently its cost (less value of improve¬ 
ments) establishes its value. In other situations land-classification ratings 
or soil classifications or productivity ratings may furnish useful guides, 
as do sales of similar land in the area. For accounting purposes land is 


often carried at rather conservative and stable values. 

Supplementary Records. To analyze the farm business a number of 
supplementary records are also needed. Considerable information regard¬ 
ing physical quantities is normally included with the financial accounts, 
but some strictly physical measures help to round out the picture. The 
more common kinds of supplementary records are the farm map and 
records of crop production, livestock production, unpaid labor, feeds 
used, and farm products consumed by the family. 

The farm map is a sketch of the field layout, drawn roughly to scale, 
and showing the cropping plan for the year. It may be used, too, to record 
the application of soil-building materials, varieties of crops, dates of plant¬ 
ing, harvesting, and the like. 

The crop-production record accounts for the crops grown and land 
use. It lists acreages and total production of each crop, and the use and 
acreages of nonharvested areas such as tillable and untillablc pasture, farm¬ 
stead, roads, and the like. 


Livestock-production records indicate the number of animals which are 
born and raised during the year as well as the number of death losses. 
Records of daily egg and milk production are provided in some record 
books. In others these figures may be calculated from quantities sold and 
used. Production by weight of meat animals can be figured easily by a 
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simple table which combines figures from other pans of the record. This 
can be applied as shown in the accompanying form. 


To account for 

1 

No. 

Weight 

Accounted for 

No. 

Weight 




Sales. 



Inventory, Jan. 1. 

Purchases. 

I’sed in home. 

. Deaths. 

Raised . 

Inventory, Dec. 31. 

Total to account for. 



Total accounted for. 




The total number of ammals to account .or " T " . 

counted for. The total weight accounted for less the weights for the Jan. 
inventory and purchases gives the net product.on for the year. 

A similar check may be applied to quantit.es of var.ous kinds of gram, 
hay, or other feed produced on the farm, as shown in the form on page 

inasmuch as feed makes up the major cost in livestock production, 
records of feeds used provide valuable information on the livestock enter¬ 
prises. If they are not available a rough measure of feeds used may be 
secured from such a check table by subtracting the sum of the quantities 
sold, used for seed, and end-of-year inventory from the totals to account 
for Much more useful records arc secured, however, if actual amounts fed 
are'recorded currently for each class of livestock. For practical purposes 
a careful check one or two days a month and when changes in rations are 
made will provide a satisfactory basis for calculating monthly amounts of 
feed. Quantities of raised feeds are converted to values by multiplying 
the quantity of each feed used by its average yearly price per unit. The 
record provides the quantities and cost of purchased feeds. 

A record of the months and value of unpaid labor of the farm operator 
and members of the family is necessary to ascertain the total amount and 
value of labor used. Although not a cash item, unpaid labor is an expense 
to the farm and must be considered in summarizing the record. Its value 


is based upon hired-labor rates in the area. 

The record of farm products consumed by the family helps to round 
out the picture of total farm production and the extent to which the 
farm contributes food and fuel to the family. Meats, dairy and poultry 
products, vegetables, and fruits produced on the farm materially reduce 
the cost of purchased foods. These items are valued at prices received for 
similar products sold. The total value represents one part of the farm 
production, but in some record books it is not included in total income. 
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included, the more complex the record becomes^ 

An actual record from a typical t0 familiarize 

which the items occurmakes an the basis for 

students with the mechanics ° £, ^ the scopc 0 f t he record 

Ikh ik7ailab lc and should usTcurrent production and price figures. 

What a Farm Record Shows 

such figures «r«to> that may unti l they are compared 

tory accomplishment no absolute standards for farms, 

for h^s evident that the results will be influenced greatly by the orgamza- 
for it is cviocni inai grow ng conditions and 

,i,,n parttllr7ea“ tords L*the sat farm for the 

previous year or y«rs would provide a useful basis for comparison; yet 
differences in weather and price levels would likely give rise to somewhat 

^'tiother'type of standard may be derived from the average results for 
the same year from other record-keeping farms in the area, since they a e 
all operated under the same conditions of weather and price levels. The cm 
lies the value of participation in an organized accounting project such 
as those sponsored by the land-grant colleges or of using a type of record 
which provides comparable figures. Because farms vary so greatly in size 
and organization the! comparison for a particular farm is most useful if 
made with a group of farms which are similar in these respects. 

While some comparisons arc made by using totals from the record most 
arc expressed in units of various kinds. Yields of crops, for example, are 
compared on the acre basis as are some figures of income and expense. For 
some purposes, such as machinery and labor costs, the acres in crops makes 
a more appropriate basis because nearly all such costs are related to the 
crop area Similarly for livestock enterprises, egg production and returns 



348 AN INTRODUCTION TO AGRICULTURAL ECONOMICS 


per hen, milk production and returns per cow, number of pigs and income 
per litter are ways of making comparisons understandable. The sources 
of income or the use of land may be expressed on a proportional or per¬ 
centage basis. These and other comparisons are simply ways of indicating 
whether a particular farm is above or below a standard and in what 
respects the farm business is strong or weak. 


Measures of Farm Earnings 

The objective of farm management is to secure high net farm earnings. 
Farm earnings measure the efficiency of the farm as a whole. They may 
be expressed as a total, as an amount per acre, or as a rate of return on 
the total capital investment. The level of farm earnings depends upon 
( 1 ) the organization of the business, (2) the volume of business, and 
(3) the efficiency of operation. The use of these various measures may be 
illustrated by data from the summary of a sample farm of 150 acres. 

The Sample Farm. The sample farm is a 150-acrc unit centrally located 
in the Middle West on prairie-type soils, has rolling topography, and a 
fairly high productivity rating. (Productivity is 3.0 on a scale of 10 in 
which 1 is highest and 10 is lowest.) The 40 acres of pasture listed as 
untillablc is in blucgrass, but could be used safely for cultivated crops if 
soil-conservation measures were used. The buildings are old and inade¬ 
quate. The operator, who is of middle age, owns the farm; his grown son 
is employed on it. Production is quite diversified, the dairy enterprise 
being sufficiently outstanding to classify the unit as a dairy farm. Milk 
from the high-producing Holstein herd is sold in bulk on a grade C basis. 
Milking is done by hand. 

During the year 1949, for which the record is shown, conditions for 
crop production were rather favorable. No hay was harvested, although 
ample amounts for feeding are normally grown. Crop sales consisted of 
wheat, soybeans, and 500 bushels of corn. 

The summary of the financial record is given in Table 80, and supple¬ 
mentary information on inventory accounts, land use and crop production, 
products consumed, labor, livestock production, and land value in Table 
81. What information may be derived from these data that will be of value 
in directing the management of such a farm? 

Individual farms, of course, differ in many respects. The measures that 
may be applied to advantage to a particular farm are limited by the enter¬ 
prises on that farm and the amount of detail provided in the record book. 
It is desirable first to construct measures which apply to the farm busi¬ 
ness as a whole, then to examine the various parts of the business in more 
detail. 



Table 80. --™ R “°»° ° S ^ 


/. Inventory Accounts 
Inventory , 


Cattle. 


Jan. I 

21,450 


Purchases 


$100 


Total. 


Expens 


es 


Taxes. 

Hired labor. 


2542 

1,919 

266 


82 

113 


Machinery repair. J9 

Machinery hire. 2 26 

Motor fuel. Jg5 

Fertilizer. 

Crop expense. 

Livestock expense... 

Building and fence repairs. 

Insurance. 

Interest. 

Automobile expense (farm share). 

Electricity (farm share). 

Telephone (farm share). 

Miscellaneous. 


Total. 



Sales 

2298 

784 



140 

— 

138 

7R 


108 

37 

to 


170 

— 

3,500 

24,798 

Horses. 

Feed, grain, and seeds. 

3,358 

26,176 

1,386 

21,523 


II. Cash Accounts 

Sales and 

Receipts 

Dairy products. 


Purchases 

Receipts 

23,019 

356 

. . 


* # 

32 

Government payments. 


• • 

— 

II*. J. __ ll* f.E r 


... 


Work oft farm. 


• • • 

40 

Breeding fees. 

Miscellaneous. 



_ 15 

01 



Machinery and equipment. 
Automobile (farm share).. 
Soil improvements. 


Total 


III. Capital Accounts 
Remaining Cost, Capital 

Jan. 1 Purchases 

... $3,262 2488 

Capital Sales 

Remaining Cost , 
Dec. 31 
23,171 

... 445 

1,700 

116 

193 

I 

390 

1,741 

25,407 

Value , Jan. I 

.... 214,525 

$797 


25,302 

Value, Dec. 31 
$14,525 

.... $26,108 

25,824 

$8,260 

$26,619 


349 
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Table 81. Supplementary Data on Sample Farm, 1949 


Inventory, Inventory, 

Jon. I Purchases Sales Dec. 31 


Carrie. 

No. 

freight 

No. 

freight 

No. 

freight 

No. 

freight 

. 16 

13,200 

— 

— 

6 

1,960 

20 

14,300 

Hogs. 

. 12 

3,050 

2 

600 

21 

4,845 

77 

10,800 

Sheep. 

. 11 

1,700 

— 

— 

6 

800 

12 

2,180 

Poultry. 

. 108 

550 

250* 

— 

80 

418 

139 

720 

Horses. 

. 2 

— 

— 

— 

— 

— 

2 

— 


Land Use and Crop Production Products Consumed in Household 


Crops 

Corn. 

Oars. 

/feres 

.... 35 
.... 10 

Production 
2,600 bu. 

400 bu. 

Poultry, 127, weight 381 lb. 

E®*. 

Dairv products... 

. 3127 

. 153 

. 180 

Wheat. 

... 30 

1,140 bu. 

Hogs, 2, weight 600 lb. 

99 

Soybeans. 

... 13 

330 bu. 

Total. 

. 3559 

Pasture. 

... 20 

(Tillable) 



Pasture. 

... 40 

(Untillable) 

Labor , Amount and f'alue 


Farmstead. 

... 2 


Operator, 12 months. 

31,800 

Total. 

... 150 


Familv. 4 months.. 

600 

Crop acres. 

... 88 


Hired, 12 months. 

1,919 

Soil-productivity rating. 

. 3.0 

Total 28 months. 

34,319 


Livestock Production 


Average number of milk cows 10; total pounds of milk 108,640. 
Calves born 11; calves sold 6; died 1. 

Spring pigs, 5 litters; pigs farrowed 32; pigs weaned 21. 

Summer pigs, 6 litters; pigs farrowed 48; pigs weaned 33. 

Fall pigs, 5 litters; pigs farrowed 42; pigs weaned 32. 

Total 16 litters; pigs weaned 86; pork produced 12,595 lb. 
Average number of hens 121; eggs produced 15,996. 

Baby chicks bought 250; died 12. 

Lambs born 8; died 1. 


Land rafue 


Depreciation 


110 acres improved land. 

... 312,525 

Machinery and equipment. 

.... 3579 

40 acres untillable pasture.... 

... 2,000 

Soil improvements. 

.... 171 

150 acres... 

... 814.525 

Buildines and fences. 

1M 

Automobile—depreciated out 


• Baby chicks. 


General Measures of Earnings. In practice the different parts of the 
financial summary are combined in various wavs to secure gross figures 
of receipts and expenses and net figures of receipts. The following method 
has the advantage of separating items associated with receipts from those 
associated with expenses (Table 82). 

Gross Receipts. Sales of livestock are receipts, but this figure needs 
to be corrected by deducting the value of livestock purchases; otherwise 
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>1.298 
137 $1,161 
3,500 
616 
3,462 
559 
$9,298 


Gross receipts: 

Sales of livestock. 

Less livestock purchases. 

Sales of crops.. • 

Increase in inventory of livestock and crops. 

Receipts from cash accounts. 

Products consumed in household. 

Total gross receipts. 

Gross expenses: 

Feed purchases. 

Expenses from cash accounts. $797 

Capital purchases. q 

Ixss capital sales.. . 

Decrease in capital accounts (Jan. 1 to Dec. 31) • 

Total gross expenses. 

Returns for unpaid labor, capital, and management. 


$1,386 

3,504 

797 

10 $ 

$5,792 

$3,506 

600 

$2,906 

1,800 

$1,106 

4.24% 

$2,906 

1,305 

$1,601 


Family labor . 

Returns for operator’s labor, capital, and management. 

Operator’s labor.. 

Returns for capital and management. 

Rate earned on capital. 

Returns for operator’s labor, capital, and management. 

Interest on capital investment at .. 

Operator’s labor and management earnings. 

sent cash received. The value of products consumed is .receipt or credit 
t „ the farm, for these products could have been sold. These .terns 

C °oEiXT purchases are listed as expenses inasmuch as they 
ire made for the production of livestock and livestock products. This 
classification is akJin line with income-tax procedure. Similarly operating 
expenses in the cash accounts section are included. Capital purchases, re¬ 
duced by the amount of capital sales, also belong in this category. Decrease 
in value'of capital accounts from the beginning to the end of the year are 
normally cauled by depreciation which is an expense. Increases ,n capital 
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accounts would be offset by capital purchases; hence such increases are 
subtracted from expenses. 

The total gross receipts less total gross expenses give returns for unpaid 
labor, capital, and management. 2 By subtracting the value of family labor 
the remainder represents returns to the operator for his labor, capital, and 
management. From this point two over-all measures may be derived: rate 
earned on the investment and labor and management earnings. The rate 
earned is secured by deducting the value of the operator’s labor, and the 
remainder (returns for capital and management) is divided by the total 
farm investment and multiplied by 100. The rate earned is expressed as 
a percentage of the total capital investment. It is the better measure of 
total farm efficiency when the interest charge for capital is large in com¬ 
parison to cost of labor. 

Labor and management earnings are derived from the returns for opera¬ 
tor’s labor, capital, and management by deducting interest on the total 
capital investment. This measure is useful when the labor charge is large 
in relation to the interest charge for capital; it is faulty in that it is directly 
influenced by the volume of business. This figure is also used to express the 
tenant’s share on a rented farm since the tenant normally provides labor 
and management, but a minor part of the capital. 



Sample farm 

Standard* 

Rate earned, %. 

4 24 
51,601 

57.37 

6.58 

52,227 

515.94 

Labor and management earnings. 

Capital and management per acre.. 



• kxccpt for crop yields the standard consists of averages for 92 record-keeping dairy 
farms of less than 180 acres in size. Crop yields arc compared with all record-keeping farms 
having the same productivity rating. 


The return for capital and management may also be expressed on a 
per acre basis by dividing it by the total farm acreage. 

* This same result may be attained by another method in which total cash 
expenses (purchases of inventory accounts, expenses from cash accounts, and 
purchases of capital items) is deducted from total cash income (sales of in¬ 
ventory accounts, receipts from cash accounts, and sales of capital items) to 
give a cash balance. This cash balance is then adjusted for changes in in¬ 
ventory and capital items (by adding increases and subtracting decreases). 
Finally the value of products consumed is added. This method, while easily 
calculated, does not recognize differences in the character of the various 
accounts. 
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When farm earnings, expressed as the rate earned, the operator s labor 
and management earnings, or capital and management per acre, are com¬ 
pared with a standard it is apparent whether the carnmgs are above or 
below the level that might be expected. Further analysis .s necessary to 
find the influences responsible for this level of earnings. 

As indicated in the table on page 349, three ma,or influences affect the 
level of earnings: ( 1 ) the organization of the business, (2) its volume, and 
(3) the efficiency of its operation. These influences, of course, depen 
largely upon the managerial ability of the operator. They cannot be 
sharply separated for they overlap to some degree. 

Measures of Organization. As indicated in the preceding chapter the 
orcanization of the farm business consists of the kinds and proportions of 
its resources. These resources vary greatly from farm to farm; hence the 
problem is to make the best use of them. The measures used indicate cer¬ 
tain aspects of the organization or of the major enterprises. The figures 
for the sample farm and those for the standard arc shown in the accom- 

panying tabic. 


Measures of organization 

Sample farm 

Standard 


72 

85 


82 

65 

l’cr cent of tlllauic ianu in gum -. 

32 

16 

l*cr cent of gross receipts from crops. 

40 

56 


17 

15 


67 

81 

Per cent of gross receipts from ail prouucuvc .. 

83,765 

85,547 

lotal value of feed lea to pioaueuv^ .. 

10 

17 


88 

75 


16 

8 


3.0 

3.4 


The return for a particular enterprise is calculated by subtracting the 
sum of all the debits or expense items from the sum of the credit or income 
items for that enterprise. The return for dairy cattle on the sample farm, 
for example, is calculated as shown in the table at the top of page 354. 
Returns for other livestock enterprises are calculated in the same way, and 
those for all productive livestock by combining the returns for cattle, 
hogs, sheep, and poultry. Returns for crops are more involved because 
the feeds purchased and part of those raised are used in livestock produc¬ 
tion, hence show up in the returns of livestock. This was corrected for in 
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Dehits Credits 

Inventory, Jan. 1.$1,450 — 

Purchases. 0 — 

Sales of dairy cattle. — $298 

Inventory, Dec. 31. — 1,700 

Sales of dairy products. — 3,019 

Value of dairy products consumed. — 180 

Total. 31,450 $5,197 

1,450 

Net return. $3,747 


parr by placing purchased feeds in the expense section. The returns for 
crops, therefore, include crop sales and inventory changes. This method 
docs not credit the farm with the value of raised crops fed, but to do so 
would count this value twice: once as income from crops and again in the 
value of livestock and livestock products produced from that feed. 

Measures of Volume. The volume of the farm business depends upon 
both its extent or scope and its intensity. The total volume may be in¬ 
adequate, because the farm is too small, because it lacks intensity, or be¬ 
cause it is too limited in both respects. The extent may be measured in 
terms of various resources as shown in the accompanying table. 


Measures of extent 1 

Sample farm 

Standard 

Total acres in farm.. 

150 

88 

$26,108 

$9,298 

$3,506 

28 

137 

92 

$33,281 

$11,077 

$4,278 

18.4 

Total number of crop acres*. 

Total capital invested*... 

Total gross receipts,.... 

Total net receipts... 

Total months of labor used*. 



•“Crop acres" is the area upon which ground preparation, cultivation, or harvesting 
work is performed. “Total capital” is the beginning of year value of inventory accounts and 
capital accounts including land. "Months of labor" is months worked by hired, operator, 
and unpaid family labor. 

Extent may also be measured by the scope of individual enterprises, 
particularly if the farm is specialized, or by a combination of enterprises. 
Thus some of the values listed under measures of organization also denote 
extent. Such measures include the total value of feed fed to productive 
livestock, total number of cows milked, total acres of grain, and number 
of litters of pigs farrowed. 

Intensity, by contrast, measures the volume of business per unit. It, 
too, is measured in terms of various resources. 
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Measures of intensity 


Total investment per acre.. 
Operating capital per acre' 

Gross receipts per acre- 

Net receipts per acre.. 
Value of feed fed per acrcf. 
Total capital per manj... 
Gross receipts per man . 


Sample farm 


Standard 


>174.05 

*242.93 

62 92 

94.38 

61 98 

80 85 

23.33 

31 23 

25.10 

40 49 

11,157 

21,710 

4,032 

7,874 


• Operating c.pil.1 is the Jan. 1 values of inventories, machinery, and farm share of 

Tvate'of feed fed is best derived by applying average prices «o feed records for each kind 
of livestock. Without such records a rough hgure of feed quantmes used b, all ^e««k "uy 
be calculated by u„ng the forn, >ho»n on page 346. By deducting;.«.m«.d V™™" 
to horses and applying to the remainder average value, for each k.nd of feed, the total value 

of feed to productive livestock is secured. ....... . nf 

t Total capital per man equals total investment Jan^ l d.v.ded by number of men. 
"Number of men" is calculated as total months of labor divided b> 12. 


Some measures of organization, listed above, also indicate intensity 
Percentage of land tillable, percentage of tillable land in gram crops, and 
percentage of gross income from productive livestock serve m this dual 
capacity It is evident that a good volume of business is more readily 
attained under most conditions by combining reasonable degrees of extent 
and intensity, rather than by relying on either alone. 

Measures of Efficiency of Operation. Efficiency in operation IS secured 
when receipts arc high in relation to the costs incurred. Costs of each 
enterprise arc not known, but for the farm as a whole those for labor and 
for machinery and equipment arc major items. Inasmuch as crops and 
livestock contribute a large part of the farm income, major points of 
operating efficiency may be measured through crop yields, livestock 
production and returns, labor costs, machinery and equipment costs, and 
prices received. 

Crop Yields. Crop yields per acre for major crops may be compared 
directly if soils have similar degrees of productivity. To combine yields 
of various crops into a single figure requires the use of a crop-yield index 
or conversion of crop production to a value basis per acre for all crops 
grown. 

The crop-yield index is a ratio of the number of acres used to grow 
the crops on the individual farm to the number of acres required to pro¬ 
duce the same quantities of products at average yields. The following 
example illustrates the direct comparison of yields, the crop-yield index, 
and the dollar values per acre for all crops. 
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Sample farm 

Av. of farms with 
similar productivity 

Crop 

Acres 

Yield 

Production, 

bu. 

Av. yield 

Acres at 
av. yield 

Corn. 

35.0 

74.3 


64 

40.6 

Oats. 

10.0 


45 

8.9 

Wheat. 

30 0 



31 

36.8 

Soybeans. 

13.0 

25.4 

30 

11.0 

Total. . 

88.0 

.... 



97.3 






Crop yield index ■ (97.3 + 88.0 X 100) or 110.6 


Crop 

Dollar-value basis 

Sample farm 

Av. of farms of similar 
productivity 

Acres 

Produc¬ 
tion, bu. 

Value 

Acres 

Produc¬ 
tion, bu. 

Value 

Corn. 

35 0 

& 

$2,600 

45 

2,880 , 

82,880 

Oats. 

10 0 


280 

26 

IKJEJ 

819 

Wheat. 

30.0 


2,052 

1 

■a 

56 

Soybeans. 

13 0 

330 

693 

3.5 

105 

220 

Total. 

88 0 


85,625 

75.5 


83,975 

Average value per acre.. 



863.92 



852.65 


The direct comparison of yields obviously is limited to each kind of 
crop. The crop-yield index provides a means of combining yields of 
different crops, but with this measure all crops arc given equal weight. 
Crops differ greatly in acre value; corn, for example, has a high value, and 
oats a low value. The dollar-value basis of comparison reflects the effects 
of cropping systems as well as yields so is not wholly a measure of yields. 

Livestock Efficiency. Because the value of feed represents a major 
part of the cost in livestock production the returns for each $100 worth of 
feed used for each kind of livestock is the best single measure of efficiency. 
Unfortunately few farmers have actual or approximate records of feeds 
used. Total feed disappearance can be calculated, as illustrated earlier 
(page 346), and a total value secured by applying average values to each 
kind of feed. Total feed costs include both raised and purchased feeds 
used. Such a measure is most valuable when it is limited to farms with like 
kinds and proportions of livestock because the returns necessary to cover 
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costs of feed and other expenses vary from one class of livestock to 
another - , K- onnlied to certain livestock enterprises 

p * - F— 

. , mmnutation arc evident. 


Efficiency measures 

Sample farm | 

Standard 

Production: 

10,864 

8,900 

itlllK pci buw iiniKcu, » 

787 

1,452 

1 orK per iiiivi uiivwvu, 

5.4 

6.3 

Number of pigs wcanca per mm. 

132 

177 

IMinilXr ui l bo 3 i 

Returns: 

IViirv returns per cow milked. 

£374.70 

£366 04 
203.12 


100.75 

Hoc returns ucr 

Egg returns per hen.. 

4.21 

6 34 



Labor Efficiency. The cost ot operauun » B 4V v . 

irea (acres) of the farm and the intensity of its enterprises Measure 

relating to operation are valid, therefore, only for farms of i,m,lar S '“ ^ 
organization. They are applied on a crop-acreage teas. Labor coSB .ndud 
fair values for the labor of the operator and unpaid members of the family 
as well as the cost of hired labor. 



Crop acres per man 
Labor cost per crop acre* 


• "Labor cos." is value of all labor: hired, operator, and family labor. 

Measures of Machinery and Equipment Economy. Present mechanized 
methods require a rather large investment in machinery and 
Depreciation costs are heavy, and other operating expenses consist mostly 
of cash outlays. Such investments and expenses may be burdensome on 


Efficiency measures 


Machinery and equipment cost’ per crop acre. 

Machinery and equipment investment per crop acre 


Sample farm 


£14 48 
37.07 


Standard 


£27.08 

35.48 


• “Machinery and equipment cost” is the sum of cash expenses for machinery repair, 
machinery hire motor fuel, electricity, telephone, and automobile expense plus deprcciat.on 
oiTmachincry and au.omob.lc, loss horse returns or plus horse costs, less profit on machtnery 
and automobile sales. 


I 
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smaller farms or under conditions where machines are used on too small 
an acreage. These measures like labor costs are compared on the crop 
acre basis. 

Prices Received for Products Sold. The farm income is directly 
affected by the prices received for products. While differences per unit 
may appear small, the number of units sold reflects the effect upon the 
net income. 


Average Price Received 



Sample farm 

Standard 

Milk, cwt. 

$2.92 

$3.44 

Hogs, cwt. 

16.18 

18.15 

Eggs, doz. 

0.38 

0.43 

Corn, bu. 

1.06 

1.29 

Soybeans, bu. 

2.18 

2.20 

Wheat, bu. 

1.87 

1.87 


Application of Efficiency Measures. The major function of a farm 
record, as pointed out earlier, is to provide guides for management. For 
this purpose efficiency measures arc useful tools, but their use must be 
limited to situations which arc comparable, for differences in systems of 
farming, farm area, and intensity require different standards. 

The sample farm compares favorably with the standard in several 
respects and is deficient in some. This farm, while slightly larger in 
acreage than the average of the dairy farms with which it is compared, 
falls short in its earnings whether measured by rate earned, labor and 
management earnings, capital and management per acre, gross receipts, or 
net receipts. Despite the diversity of crops and livestock which increased 
the volume of business, gross receipts were much below the standard. The 
potential crop area was not fully utilized, and the permanent-pasture area 
was too large. The amount of livestock, as indicated by the value of feed 
fed per acre, was considerably below average, but limits here were appar¬ 
ently set by building facilities. Crop yields were quite satisfactory, with a 
large proportion of the crop area in the higher value crops. Milk produc¬ 
tion per cow was high, but in the hog and poultry enterprises production 
was low. Gross expenses were well below the standard, but they indicated 
a lack of balance. Although machinery expenses were low, the charge for 
hired labor was high. The sum of expenses for machinery and total labor 
(hired and unpaid) exceeded that of the standard by $360. The prices re¬ 
ceived, particularly for livestock and livestock products, were much below 
average. Limitations of facilities were reflected here again by the sale of 
grade C milk and the late litters of pigs. 
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mwmwm 

m us operation ^ is in thc intcrpr th>t the county agent, the 

3S?J5iTt£. professional farm manager, who is familiar 
with the area and its problems, can be most useful. 

Use of Records for Income-tax Returns 

The sinclc-cntrv type of record supplies the information needed to file 
a ^eifcral income-tax^ return on either the cash or accrual has,. The 
accrual basis makes use of the inventory accounts and the nemfu;*ao^ 
of the cash accounts in calculating income, and the '*!*"* “? . 

cash accounts and depreciation in the capita! accounts in figunrag busmes 

“in; ;:»ducL ^ * 

ts^sz easr- 

Summary 

Farm records are a means to certain ends. These ends or purposes are 
,o provide a history of the farm, a general picture of us » “ 

for evaluating and improving its organ.zat.on and operation and inform 
tion for filing income-tax returns. While various kinds of reco,ds may 
be used the single-entry record has proved to be best adapted to serve 
lese purposes. Such a record, if properly organized, classics the financial 
aspects of the business into inventory, cash, and capital accounts; and 
each of these kinds of accounts is subdivided into enterprises and type* of 
transactions to provide the details needed for analysts Supplementary 
records of physical production and use furnish additional data. 

The farm record thus classified provides an annua 1 history of the in¬ 
vestment enterprises, rotation, yields, soil treatment, and method of opera¬ 
tion It supplies^also the information required to file an income-tax return 
on either the cash or the accrual basis. Most important of all, >t furnishes 
the basis for ascertaining measures of farm earnings which apply not only 
to ^general level of earnings, but also to various phases of its orgamza- 
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tion, its volume of business, and the efficiency of its operation. These 
various measures have their greatest value when compared with standards 
based upon results secured by other farmers operating under like con¬ 
ditions. Such a comparison discloses points of strength and weakness but 
may not show the causes of these conditions. Careful study of the business 
at these points may indicate needed adjustments in organization and opera¬ 
tion to improve or eliminate the points of weakness and to take full ad¬ 
vantage of the points of strength. 

QUESTIONS 

1. Why should a farmer keep records? 

2. What kinds of records might he use? What items would be included 
in each? 

3. What kinds of accounts are included in a single-entry or farm financial 
record? 

4. Of what parts is each kind of account composed? How do inventories 
differ from capital accounts? 

5. What is depreciation? To what docs it apply? How it is calculated? 

6. What expense items are usually divided between the farm business 
and the household? Why? 

7. Is the farmer’s dwelling included under farm improvements? Why or 
why not? 

8. Why are entries made for the operator’s labor? For unpaid labor of 
the family? 

9. Why include home-raised products used by the family? Arc they 
receipts or expenses? 

10. What advantages arc secured by comparing the results of one record 
with the average of an area group? 

11 . In analyzing a record, what general measures of earnings may be used? 
How are they calculated? 

12. What specific comparisons relate to the organization of the farm 
business? 

13. In measuring volume distinguish between extent and intensity. How 
measure each? 

14. In what ways may efficiency of operation be indicated? How arc such 
measures calculated? 

15. What parts of the record are needed for making an income-tax return 
on the cash basis? On the accrual basis? 

EXERCISES 

1. Mechanics of a farm record. Secure a farm record, and rearrange items 
m chronological order. Enter this revised problem in the farm record book 
used in your state, and summarize the record. 

2. Analysis of a farm record. Using the summary and other information 
rom Exercise 1 calculate as many of the comparisons given in this chapter 
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as apply to this farm. Compare these figures with a standard if one is available. 

3 Use of a farm record for income-tax purposes. Secure copies of Form 
1040F from an Internal Revenue office. Read the directions carefully. Using 
the summary from Exercise 1 or of the sample farm in this chapter fill out 
Form 1040F for both the cash and the accrual basis and compare the results. 
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Chapter 17. RURAL PEOPLE 


A major objective of agricultural production is to provide a satisfying 
life to those engaged in it. The human side of agriculture goes even 
further for half the children leave the farm and enter other occupations. 
Thus the urban centers grow as a result of this movement of farm people 
to cities. Many students, even though reared on a farm, take their environ¬ 
ment for granted and fail to see the significance of changes in rural living 
conditions and how these affect the welfare not only of farm people but 
of the entire country. 

Many of the economic aspects of farm life have been developed in the 
preceding chapters. But farm life has a social side as well. Indeed this topic 
constitutes a broad field of study in itself. Farm people and their activities 
are here treated in a general way with respect to the farm population, the 
families which compose it, the communities in which they live, and their 
schools and churches as illustrative of their institutions. 

Farm Population 

The total population of the country has increased 39 times from 3.9 
million in 1790 to 150.7 million in 1950. At this earlier date the popula¬ 
tion was nearly all rural. The classification of urban, including those living 
in towns and cities of 2,500 or more, and rural, those living outside such 
places, was applied first to the Census of 1880. At that time 71.4 per cent 
was rural and 28.6 per cent urban. By 1920 the proportion of urban popu¬ 
lation exceeded the rural, and in 1940, urban population was 56.5 per cent 
and rural, 43.5 per cent. The rural population has continued to increase in 
numbers but makes up a declining proportion of the entire population 
(Fig. 34). 

1 he rural population is subdivided by the Census Bureau into farm and 
nonfarm groups, the latter including residents of villages and towns with 
less than 2,500 persons. The rural-nonfarm population numbered 12.8 
million in 1880, or slightly more than one-fourth of the entire population. 
It has increased in numbers steadily though at a slower rate than the urban 
population and in 1940 numbered 26.7 million, or slightly more than one- 
fifth of the total. The farm population has followed a different trend. 



RURAL PEOPLE «> 

From an estimated number of 9.0 million in 1840, it increased steadily to 
a high point of 32.1 million in 1910, and since then has declined to 30.5 
million in 1940 and to an estimated 28.8 million in April, 1949. The pro¬ 
portion of the total population living on farms has continually declined. 
In 1840 it was 52.6 per cent; in 1880, 45.6 per cent; in 1910, 36.0 per cent; 
in 1940, 23.1 per cent; and in 1949, 18.8 per cent. . 

Because of the very broad definition of farms as given in the Census, 
the farm population includes many persons who arc not popularly con¬ 
sidered to be farmers. As indicated in Table 18. 43 per cent of all farms 
may be classed as noncommercial because they produce only 5 per cent 
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Fig. 34. Less than half of our population is rural, and less than half of the 
rural people live on farms. Farm people make up less than one in five of the 
total. 

of the value of products sold. They account, however, for 38 per cent of 
the farm population and for 31.5 per cent of the value of farm products 
used on farms. Thus the farm population includes many families on a 
subsistence or part-time basis and many others who reside on farms but 
arc otherwise employed. No other occupation has so large a proportion 
of its population on its margin. 

The geographical distribution of the farm population is significant. In 
1940 the 16 Southern states, which are largely agricultural, included ap¬ 
proximately 53 per cent of the farm population; the Northern states, in¬ 
cluding New England, the Middle Atlantic states and the Middle West, 
39 per cent; and the 15 Western states, 7 per cent. 1 By contrast the rural- 
nonfarm population is concentrated more heavily in the Northern and 

1 Lowry Nelson, Rural Sociology, p. 119. 
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Western states and less in the Southern, while the urban population is 
heavily concentrated in the Northeastern quarter of the country. 

Trends in Rural Birth Rates. The decline in the farm population since 
1910 is a result of improvement in agricultural techniques under which 
fewer workers are required and of a decline in the birth rate. For the 
entire population the birth rate has declined steadily since 1810. 2 Its rate 
of decline has been most marked in the urban population, intermediate in 
the rural-nonfarm group, and least in the rural-farm population. The 
relative changes in these groups are shown by a comparison of their net 
reproduction rates for the periods 1905 to 1910 and 1935 to 1940. 3 The 
adjusted rate of 1,000 will just maintain a stationary population. 


Net Reproduction Rate 



1905-1910 

1935-1940 

Rural farm. 

2,022 

1,499 

937 

1,661 

1,150 

726 

Rural nonfarm. 

Urban. 




During the whole period covered the urban population was not main¬ 
taining itself, while the rural-farm, though declining, was providing the 
greatest increase. Of the various regions the South had the lowest urban 
rate and much the highest rural-farm reproduction rate. 

Since 1940 birth rates have increased sharply. How they have affected 
the different parts of the population cannot be measured accurately until 
the results of the 1950 Census become available. Sample surveys indicate 
the trends. The number of own children under 5 years old per 1,000 
women 15 to 49 years old is as shown in the accompanying table. 4 


Number of own children under 5 per 
1,000 women 15-49 years old 



1940 

1947 

1949 

Rural farm. 

618 

641 

631 

Rural nonfarm. 

516 

568 

632 

Urban. 

369 

477 


Total, United States.. 

452 

526 

555 



3 Ibid., p. 107. 

‘Sixteenth Census of the United States, 1940, Differential Fertility, 1940 and 
1910, Table 7. 

‘Population Characteristics. Current Population Reports, Scries P-20, No. 
27, U.S. Department of Commerce, Feb. 3, 1950. 
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The greatest increase has occurred in the urban group, and but little in 

the rural farm population. IT . . Cf _ c 

Population Migration. Historically the population of the United States 

has had a considerable degree of mobility. The westward surge of popu¬ 
lation as the country was being settled has been traced m the early chap¬ 
ters. During the 1920’s large numbers of persons in the South, pamcularly 
Negroes, moved to Northern states. The Dust Bowl era of the 1930 s 
resulted in many families abandoning the area. The most consistent type 
of movement is the rural-urban migration, or movement between country 
and city. Large numbers of persons move in each direction, but the net 
movement is from the farms to the city. This fact accounts for the declin¬ 
ing farm population despite the highest birth rate and the growth of urban 
population with a birth rate which until recently has been below a main- 

tcnance level. . . , 

During the period 1922 to 1929, the net movement to cities was about 
700,000 a year. The depression checked this movement, and in the years 
1930 to 1932 slightly more people moved to farms than to the city. The 
cityward movement was resumed after 1932 but remained at a slower pace 
through the 1930’s. The advent of World War 11 with its greatly stimu¬ 
lated industrial activity raised the movement to cities to a very high level 
and reduced the extent of movement to farms. The heaviest movement 

during this period was from the rural areas of the South. 

In some respects this migration is selective because a majority of the 
persons moving to urban centers are between the ages of 15 and 25, with 
few over 45. Women migrate in greater numbers and at a somewhat 
earlier age than men. That the most desirable of the farm youth migrate 
to the cities, as is sometimes claimed, appears to be without foundation; 
rather the cities attract some of the most and least desirable, but the coun¬ 
try retains the great middle group. 4 This addition of large numbers of 
persons just entering the period of productive work and establishing fami¬ 
lies represents a great social and economic gain to the cities. It represents 
a loss to the country inasmuch as the cost of rearing and educating these 
people has been borne there. On the other hand, the country could not 
provide profitable employment for all the children born and reared there. 

Less is known regarding those who move from cities to farms. In gen¬ 
eral they arc persons with previous farm experience and are older than 
those moving to cities.® 

Age and Sex Composition of the Farm Population. The combined 
effects of the rural-farm birth rates and the rural-urban migration result 
in a farm population with a large proportion of children, a low proportion 

1 T. Lynn Smith, The Sociology of Rural Life, p. 188. 

•Ibid., p. 191. 
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of persons 15 to 45 years of age, and a large proportion of aged persons. 
As compared with urban centers the farm population has a smaller pro¬ 
portion of its numbers in the working-age group, a higher proportion of 
children to educate, and more aged people to care for. Fewer older people 
move from farms to towns than formerly because of improved living 
facilities on the farms. The farm population consists largely of native-born 
people since the foreign-born tend to settle in urban centers. 

Two other types of migration should be mentioned, although they have 
little direct effect upon the distribution of the whole population. The first 
is the movement of large numbers of tenants and sharecroppers from 
farm to farm. This movement obviously creates a situation of instability 
which affects not only those families but also the character of the com¬ 
munities where they live and of the organizations and institutions main¬ 
tained there. Even more unstable is the group of migratory workers who 
shift from one agricultural area to another in response to peaks of labor 
demands in the production or harvesting of specialized crops. For the 
migratory workers there arc no community attachments; living condi¬ 
tions, employment, and educational opportunities are limited and insecure. 

The Farm Family 

The family is the fundamental unit of American society. It has its be¬ 
ginning in marriage which in rural areas is closely related to distance, race, 
nationality groups, religion, and social class. 7 The family is charged with 
a number of social functions among which are the following: reproduction 
of the species, care of children during dependency, education and training 
of the young, helping them get established, providing recreation and pro¬ 
tection, and caring for aged and incapacitated members." How well these 
social functions are performed depends in no small part upon the economic 
function of providing an adequate income. 

That farm families perform these functions generally better than other 
groups is because of the more favorable conditions. The farm family 
lives in close relationship to its work, which calls for the cooperation of 
all its members and a part of its living depends directly upon the family’s 
own efforts. To some extent the family is isolated from distracting in¬ 
fluences. While this situation provides fewer outside social contacts, life is 
less superficial and closer family relationships are established. On the 
whole farm families are larger and there are fewer broken homes than in 
the rural-nonfarm or urban groups. 

These more favorable conditions are by no means universal among farm 
families. Many fall in the low-income groups; housing is often inadequate 

1 Nelson, op. cit., p. 297. 

8 Smith, op. cit., p. 373. 
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f0 T m hctcrc.sed use of electric power and mechanization tat*, much 
of the drudgery out of farm work. Farm fam.hes now have more 

B-uw of"'^ close relationship 
between the farm family and its occupation, the hfe cyclt= of theifan \y 

The former contains four stages: (1) the preschoolfansay; <2 )| he g r “ de ; 
school family (3) the high-school family; and (4) the all-adult tamuy 
STiTE has four sfages. hut differs somewhat: (1) marric bur no 
children- (2) children in dependent stage; (3) children grown and se 
sufficient- and (4) parents approach old age and children establish fam - 
hef'» Ehher type o P f cycle illustrates the dynamic character of families. 
In larger families these stages are likely to overlap to some extent, with 
the family frequently illustrating two stages at one time. 

The young couple starting to farm, unless blest with an inheritance o 
substantial aid from their families, has a financial struggle to get established. 
The birth of children adds to their financial and social responsibilities, and 
a period of years must elapse before the children can be of material help 
on the farm The greater emphasis on education lengthens the penod m 
school but also provides vocational training in the high school. Those who 
remain in agriculture are often available for farm work for a few years 
while they are accumulating capital and experience to start on their own 
or to replace the parents upon retirement. Completion of the cycle re¬ 
quires 25 or more years. Any rural community demonstrates families in 

each of the stages of the cycle. . . . tf _ - 

Rural-nonfarm families are in an intermediate position between farm 
and urban families with respect to the birth rate and size of family. Occu- 
• j h. Kolb and E. deS. Brunner, A Study of Rural Society, p. 213. 
"Smith, op. cit. } p. 380. 
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pations represented are diverse and are less subject to family participation 
than work of farm families. Population density is greater, affording a 
greater amount and variety of social contacts. Villages include a high 
proportion of older persons because many farm families move to them on 
retirement. Families broken by death or divorce are relatively more 
numerous than in the open country. 

Rural Communities 

Before the days of good roads the contacts of farm people were limited 
to the families in the local neighborhood. Trips to the nearby towns were 
limited. The farmers’ community center was located at a distance defined 
by the “team haul.” The nearby towns still serve as trade centers. The 
rapid development of transportation and communication and of com¬ 
mercialized farming has made farmers even more dependent upon com¬ 
mercial lines to market their products and to obtain needed supplies, but 
has likewise broadened the area within which these contacts may be 
found. Villages and towns are thus brought into competition with each 
other and with larger centers within easy traveling distance. Under these 
conditions many of the old neighborhood lines have broken down; the 
smaller trade centers have become more specialized to serve the more im¬ 
mediate needs of farmers; the larger centers arc now the focal points of 
most of the rural communities. 

The rural community usually includes the village or town trade center 
and the adjacent area within which the farm population uses the center 
for marketing and as a source of supplies and financial facilities. A well- 
developed center also offers educational advantages—schools and a library; 
professional services of doctors, dentists, and lawyers; communication 
facilities through mail service, telephone exchange, and newspaper; recrea¬ 
tion and welfare centers; and religious organizations. 11 Not all community 
centers, of course, can or do provide all of these kinds of facilities. Smaller 
centers usually can provide only a part of them, and even these do not 
arise automatically. They depend to a large extent upon the voluntary 
efforts of leaders and citizens who study the community’s needs, develop 
a spirit of cooperation among the various groups in the community, and 
undertake a long-range program to realize the measures needed. 

Illustration of Community-improvement Programs. How such a pro¬ 
gram of community betterment can operate is illustrated by the programs 
developed by five central Illinois communities with village centers ranging 
in population from less than 500 to about 1,900. In each case local leaders 
with some outside assistance aroused the interest of the community and 
enlisted the cooperation of local organizations. The various suggestions 

u Kolb and Brunner, op. cit., pp. 301, 327. 
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for improvement were carefully sifted, discarding the impractical ones 
and undertaking a definite program. The record at the end of two years 
for two of the communities follows. 1 * In the smallest community, “Every 
street blacktopped; plans in the making to blacktop every road in the 
township; consideration being given to a water softener project and 
sewer system; village and rural schools merged into a community con¬ 
solidated district; possibilities of joining nearby towns in a recreation 
program are being explored.” In another community whose center had a 
population of 1,300, 

New water plant; drainage outlets being improved; street blacktopping 
being continued; committee raising funds for community center; adult classes 
and private kindergarten added to school; new unit school district voted; 
tennis courts to be established; community band organized; lights installed on 
football field; softball league organized; new businesses include cabinet shop, 
electrical shop, locker and cold storage plant, slaughterhouse, welding shop, 
bakery, seed corn drying plant. 

These programs contribute to the trade, educational, recreational, and 
esthetic interests of town and country alike. 1 hus do these communities 
look forward to growing rather than shrinking. 

The rapid expansion of cities has given rise to two types of centers 
which, though located in rural areas, do not become parts of rural com¬ 
munities. One is the industrial village whose interests arc confined largely 
to an industrial enterprise such as a textile mill or a mine which employs 
most of the workers of the village. In such cases the residents of the vil¬ 
lage have little in common with the people in the adjacent country and 
community organization is not favored. The other is the expanding subur¬ 
ban area which has spilled over the corporate limits of the urban center 
into the rural areas. Such developments have been numerous since the 
war as a result of efforts to provide housing for city workers in locations 
removed from the city’s congestion. Residents of such areas depend upon 
the city rather than the farm areas and are characterized by urban rather 
than rural standards. 

Rural Schools 

The one-room school has long been the symbol of education in rural 
America. From the earliest settlements schools have been an integral part 
of rural life and have provided the basic formal training for children. 
Because American farmers, unlike those in some other countries, live on 
their farms, the district arrangement was generally adopted to establish 
schools within reach of all families. 

u H. Clay Tate and Alvin T. Anderson, Community Survival. Illinois Agri¬ 
cultural Extension Service Circular 633, 1949. 
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The School District. The school district, often designated as the ad¬ 
ministrative district, includes the area under the administration of one 
school board. The school board which is an elected body levies local taxes 
for the support of the schools, provides and maintains the school buildings 
and equipment, and employs the teachers. The basis of school-district 
organization varies greatly from state to state. In 1947 one small state, 
Delaware, had a state organization which administered all the schools 
except one city and 14 special districts. Twelve states, mostly in the south¬ 
ern half of the country, had districts based upon the county as a unit. 
Nine states located mostly in the northeastern part of the country used 
the township as a basis. The other 26 states were organized on the district 
basis. 13 In these 26 states the average size of school districts was 18 square 
miles, although those in some states averaged less than 5 square miles; in 
states on a tow nship basis the average was 28 square miles; and in states 
on a county basis, 377 square miles per district. In some states on the district 
basis a majority of the districts represent a dual system in which high- 
school districts are superimposed upon elementary districts. Of the 26 
states on a district basis the number of school districts in 1942 w’crc ap¬ 
proximately as follows: 3 states had less than 1,000 districts; 9 had 1,000 
to 2,500; 5 had 2,500 to 5,000; and 9 had more than 6 , 000 . The greatest 
number of districts, 12,138, was in Illinois. 14 

Attendance Areas. An attendance area is the territory which is served 
by one school center. Under the district form of organization the at¬ 
tendance unit usually covers the same area as the administrative district; 
under larger districts, such as the township or county, there may be a 
few' or many attendance areas in a district. Under the various types of 
districts the typical one-room schools have been decreasing in numbers. 
In 1909-1910 such schools numbered 212,448 and represented 80 per cent 
of all school buildings in use; by 1941-1942 the number had decreased to 
107,692 w hich w-as 48 per cent of the buildings in use. 15 

One-room Schools. One-room schools are outmoded on the basis of 
present educational standards. In many cases the average enrollment is too 
small. 1 he smaller numbers reflect few er families in the district because 
of larger farms and less hired help and fewer children per family. The 
school therefore affords little rivalry in classes and but limited social 
contacts. As compared with urban schools the teachers in general have 
less preparation and less experience and are paid lower salaries, the rate of 

” Merle R. Sumption and Harlan D. Beem, A Guide to School Reorganiza¬ 
tion in Illinois, p. 26. University of Illinois Education Research Circular 59, 
1947. 

” Statistical Abstract of the United States, 1947, p. 371. 

” Nelson, op. cit. t p. 384. 
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teacher turnover is greater, and the school term is shorter. The curriculum 
is necessarily limited, and libraries arc meager or nonexistent Taxes tor 
school support often place a heavy burden on the property in the district, 
yet the cost per pupil is frequently very high for the quality of training 

Pr °t is obvious that if these faults arc to be corrected, larger administrative 
districts must replace the many small districts and pupils must be brought 
together from larger attendance areas. In areas of sparse population 
greater concentration may not be feasible. In some other areas larger dis¬ 
tricts may be set up to improve administration, but existing schools must 
serve until the construction of all-weather roads makes transportation of 
pupils possible. Even where population density is adequate, moves toward 
centralizing schools are frequently resisted. Some farmers have an emo¬ 
tional feeling toward the local school; the children must go farther from 
home usually to a town or city; the subjects taught and the control ot 
the school arc farther removed; the influences in these larger centers are 


unknown; and a different plan may raise taxes. 

Trends in School Organization. The trend toward larger units and 
more improved school systems is unmistakable, but the time of such 
movements, the rate of accomplishment, and the means by which the 
changes arc effected vary greatly from state to state. Some arc more effec¬ 
tive than others. Sumption and Bccm conclude, "In all cases the history 
of educational reorganization indicates that adequate and sustained pro¬ 
grams in school reorganization have been developed in the main by two 
procedures employed separately or in combination. They are reorganiza¬ 
tion by state fiat . . . and reorganization brought about by establishing 
financial incentives for desirable reorganization." 10 

Many writers note “a tendency for districts, once reorganized, to per¬ 
sist." It is desirable, therefore, that plans be developed in conformity with 
a sound educational program. To further this objective Sumption and 
Bccm set up guideposts of desirable characteristics for administrative dis¬ 
tricts and attendance areas for Illinois conditions. In Illinois the reorgani¬ 
zation plans developed by county committees were submitted to popular 
vote in the areas affected. While the program is far from completion, the 
developments arc of interest not only because the movement was long 
overdue, but also because of the progress made. In 1944-1945, school 
districts numbered 1 1,955; in 1949-1950 the total was 4,950.” The 7,005 
administrative districts eliminated was a reduction of 7,016 elementary 


*• Sumption and Beem, op. cit., p. 28. 

" University of Illinois, Bureau of Educational Research Report, Sept. 1, 
1949. 
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districts and 204 high school districts and an increase of 215 unit districts 
which embrace grades 1 to 12. 

The results to be secured from a reorganized and consolidated system 
will vary, of course, with how well the plans are made and carried 
through. Larger enrollment and attendance, separated on a grade basis 
and equipped with laboratories and libraries, afford opportunities for 
group and project work. Improved administration and supervision and 
adequate financial support lead to well-trained teachers, adequately paid, 
and to a broadened curriculum suited to a well-rounded training. At the 
high school level vocational subjects in agriculture and other lines may be 
introduced. For some districts the tax costs may be higher and for others 
lower. The over-all costs for schools in most areas should not be increased, 
but greater returns should be secured for the funds spent. 

There is a growing trend to shift a larger part of the cost of school 
support from local to state sources. The objective is to equalize the tax 
burden among districts of different taxpaying ability; the idea being to 
support schools where the children arc but to derive income for this pur¬ 
pose where the wealth is located. Supporting this trend is the fact that 
half the children reared in the country migrate to urban centers which in 
this way can help to defray the cost of educating the product which they 
will receive. 

Rural Churches 

The rural church is like the one-room rural school In that both are in¬ 
stitutions of long standing and both arc in need of adjustment better to fit 
the needs of modern life. While the school is a public tax-supported in¬ 
stitution whose changes are subject to modification by the action of polit¬ 
ical groups, the church is voluntary as to attendance and support. 

The religious sense is deeply rooted in the human race although its 
expression takes many different forms. The Christian religion, which is 
most prevalent in the United States, is essentially a belief in God, from 
which arises a moral law and a recognition of the spiritual dignity and 
worth of the individual. 18 Religion is based upon the faith of the individual. 
Its effects are to provide a feeling of security and certainty, a basis for 
moral values, a guide to character building, an interest in the welfare of 
others, and a content for religious education. Its influence therefore is 
both personal and social. 

Rural people appear to lean more to the personal side of religion than 
do those in urban groups. Their work is more closely associated with 
natural forces; their lives are less complex, and they have fewer contacts. 

“John Foster Dulles, The Church: Foundation for World Order, Presby¬ 
terian Life , Vol. 2, No. 21, Oct. 29, 1949, p. 6. 
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These influences are reflected in a greater acceptance of religious tenets, 
a less critical attitude, and less tolerance ” These same characteristics have 
also resisted change. As social institutions the influence of rural churches 
is far-reaching. Except for the public schools no other rural social institu¬ 
tions have as much capital invested and as much current income, employ 
as many people, and enlist as many in its activities.- 0 

Condition of Rural Churches. Rural churches, including those in the 
open country and in villages under 2,500 population, number about 175,- 
000, most of which are Protestant, the Catholic being located for the most 
part in the city. 21 This number is excessive in relation to the rural popula¬ 
tion, and particularly so in the thickly settled areas of the East, South, and 
Middle West, although some thinly settled areas of the West have too 
few churches. Numerous causes contribute to the prevalent situation of 
too many churches. Most rural churches were established in the horsc-and- 
buggy days; hence the attendance area was limited by the mode of travel. 
Churches have long been divided along denominational lines which often 
was a reflection of the rural spirit of the frontier. People settled areas and 
early established churches, thus expressing the ideal of "freedom" of wor¬ 
ship. The many denominations frequently resulted in a duplication of 
facilities. Racial groups, such as the Negroes in the South, and nationality 
groups of immigrants established their own churches. Moreover, the 
changes in birth rates and the migration of population, especially that 
from rural to urban areas, have affected the ratio of churches to 


population. 

The term "rural church" is, of course, very broad and covers a wide 
diversity of situations. The denominations involved range from the very 
conservative or puritanical to the highly emotional or evangelistic type. 
Individual congregations vary greatly in membership, financial support, 
quality of leadership, and programs of activities. Some arc highly successful 
in all these respects. Generalizations can apply only to the conditions 
which arc most commonly found. 

The general ovcrchurchcd situation means that many congregations are 
too small to be effective; they have limited financial support; and often a 
competitive situation occurs in villages in which several churches struggle 
to exist where one would be adequate. In many cases paid leadership is 
lacking; in others the services of a leader are divided between two or more 
churches; many leaders to make a living have to work part or full time at 
other occupations; and many who devote full time as leaders are inade¬ 
quately paid. As a result the programs of many rural churches fall short of 

** Paul H. Landis, Rural Life in Process, p. 376. 

“ Kolb and Brunner, op. cit., p. 513. 

" Landis, op. cit., p. 381. 
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rhe needs of their membership and of the community. The training re¬ 
quired for the ministry in some denominations is inadequate; in others 
which require college and seminary training, the rural church frequently 
is used as a steppingstone to a higher paid urban church. Under these con¬ 
ditions it is no wonder that many rural churches barely exist and that 
many fail. 

Steps toward Improvement. The church has a real function to perform 
in the rural community. It should not only minister to the spiritual needs 
and provide religious training for its membership and their families, but 
also should provide social contacts and opportunities for social services 
on a broader scale. It should provide leadership in enterprises directed 
toward community development. Its sphere of influence extends not only 
to those who grow up and settle in rural areas, but also to the half of rural 
youth who migrate to urban life and employment. 

To retain and develop these essential functions under the conditions 
which are all too common is a problem. The solution here as with the one- 
room school appears to lie in consolidation into larger units. But such a 
move involves difficulties. Churches are voluntary organizations; in most 
denominations there arc tics to larger overhead units; the emotional attach¬ 
ments to the church and cemetery are not easily relinquished; and the 
doctrines, modes of worship, and characteristics of church work do not 
appeal in the same manner to all groups. 

Despite these difficulties progress is being made. Many church groups 
are aware of the need for providing better church facilities for rural 
people. Rural pastors are taking a wider interest in farming practices, land 
tenure, soil conservation, and community development. 

From the viewpoint of church organization, unions of two or more 
congregations within a single denomination are quite common. Some 
unions involve congregations of different denominations which unite for 
local purposes but retain greater or less connections with their overhead 
bodies. In some cases the union is formed with no denominational tics. In 
other cases the so-called "larger parish" is set up on a larger community 
basis under the direction of a council with a broad program under a some¬ 
what specialized staff. 32 These types of adjustment are made at the local 
level. During recent years considerable attention has been given to church 
union by some of the larger denominations. 23 Action at the higher levels 
would simplify the problems of union at the local levels but is not likely 
to proceed rapidly enough to offer relief in the near future to the many 
hard-pressed rural churches. 

” Wilson Gee, The Social Economics of Agriculture, pp. 665-667. 

Henry Sloane Coffin, Are Denominations Justified? Presbyterian Life, Vol 
3, No. 2, Jan. 21, 1950, p. 18. 
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Social Contributions of Other Organizations 

The close relationships of the farmer’s business and his personal and 
family life are further shown in the organizations to which he belongs. 
While the objectives of such organizations are primarily educational and 
economic they contribute also to social ends. Thus the Extension Service 
in Agriculture and Home Economics functions through local groups at 
adult and youth levels. The farmers’ organizations, the Farm Bureau, the 
Grange, and the Farmers’ Union, include social activities in varying de¬ 
grees in their programs. Even the cooperative organizations through which 
farm products arc marketed, farm supplies arc purchased, and financing is 
carried on provide educational and social contacts. The history and activi¬ 
ties of these organizations have been traced in earlier chapters. Thus do 
the social, educational, and economic phases blend to supply a broader 
and more complete life for rural people. 

Summary 

Farm life has a human as well as an economic aspect. The number of 
people on farms increased up to 1910 and has declined since then. The 
proportion of farm people to the total population has declined steadily 
and now is less than one-fifth of the total. Although their birth rates have 
declined, the farm population still produces twice as many children as are 
needed for replacements. The surplus migrates to the urban centers as 
young adults, most between 15 and 25 years of age. 

In general the social functions of family life arc better maintained on 
the farm than elsewhere. The conditions of farm family living represent a 
wide range with urban contacts exerting an increasing influence. Com¬ 
munity development embracing mutual interests of village centers and 
surrounding farming areas arc replacing the narrower neighborhood lines 
and are expressing the mutual interdependence of these groups. Through 
definite programs of improvement some communities are providing the 
means for a stable rural life. 

The one-room school, once the symbol of rural education and still 
prevalent in more than half the states, is inadequate for present-day needs. 
The trend is slowly toward larger administrative districts and with larger 
enrollments on a graded basis, better equipment, a broader curriculum, 
and a better trained supervisory and teaching staff. 

The rural people of today have inherited an unhealthy condition of too 
many churches, too limited support, insufficient and inadequately trained 
leadership, and restricted programs. A strong program under progressive 
leadership is needed to supply the religious and social needs of individuals 
and the community. 
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Rural life has made great strides along economic lines. It has maintained 
the stability of family life. Progress in social aspects, including educational 
and religious institutions, has lagged far behind in many parts of the 
country. Fortunately in some areas rural people have forged ahead and 
have provided more fully for these needs. In so doing they have set up 
patterns by which the social aspects may more readily keep pace with the 
economic, and jointly may supply a well-rounded rural life. 

QUESTIONS 

1. Differentiate between farm, rural-nonfarm, and urban population. 

2. What are the relative numbers in these population groups? 

3 . How do they differ in composition? Why is this so? 

4. What proportion of children raised on farms remains in the country? 

5 . How would agriculture be affected if all of them remained on farms? 

6 . Do we have too many farmers now? 

7 . What becomes of the rural youths who leave the farms? 

8. What is a rural community? What common interests docs it represent? 

9 . What conditions tend to enlarge community boundaries? 

10. In what ways may communities be improved? 

11. In what ways have rural-school opportunities been limited? 

12. How satisfactory are the rural schools in your home community? 
What type of organization do they have? 

13. W hat changes have gradually been taking place in the organization of 
rural schools? 

14. What specific problems have confronted rural churches? 

15. To what extent arc these problems being solved? 

16. In what ways has farm life improved during the past quarter century? 
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Chapter 18. AGRICULTURAL RELATIONSHIPS 


American farmers arc in the business of producing. Naturally they like 
to carry on production at full stride, to sell their products at satisfactory 
prices, and to enjoy a good level of living. Such an ideal, of course, cannot 
be accomplished by farmers alone, for as we noted in the opening chapter, 
the fortunes of agriculture are tied closely to those of the country. 

That the welfare of agriculture is fundamental to that of the country 
has been held by many persons. This viewpoint is supported by the fact 
that roughly one-fifth of the population and one-seventh of the labor 
force are on farms. The products of the farms arc essential to supply the 
nation’s need for food, clothing, and other materials. These products pro¬ 
vide a sizable share of the volume of manufacturing and trade, and the 
farm population, if prosperous, provides a market for the products of other 
groups. From this viewpoint the nation may be pictured as a planetary 
system in which the other parts rotate around the agricultural center. But 
is this the true picture? What arc the relationships of agriculture to the 
remainder of the economy? It is the purpose of this chapter to explore 
more fully these relationships and to point out some of the problems still 
awaiting solution. 

Diverse Interests within Agriculture 

Frequent reference has been made to farm and nonfarm groups. A 
discussion of relationships demands more precise definitions. The farm 
group is by no means homogeneous. As indicated earlier, our agriculture 
has developed well-defined areas of regional specialization-the Wheat 
Belt, the Corn Belt, the Cotton Belt, the Range areas, the Dairy areas (Fig. 
6 ). The interests of the farmers in these areas arc diverse. The Corn Belt 
farmer wants to sell grain at a high price, but the eastern dairyman wants 
to buy it as cheaply as possible. The same holds for feeder cattle raised 
on the range and sold to the Corn Belt farmer for finishing. Thus con¬ 
ditions that favor farming in one area may be detrimental to those in other 
areas and in other types of production. In reality agriculture is composed 
of several groups of related and to some extent overlapping industries. 

Of the 5.8 million farms in the country we have seen that 3.3 million 
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produce nearly all of the products that are marketed. The other 2.S million 
represent many kinds. Some are mainly rural residences; others produce 
largely for family consumption; some are part-time farmers and depend 
largely on employment in other lines; while many are small-scale units 
operating under handicaps of too limited resources. While many of these 
noncommercial farmers arc concentrated in the Appalachian Highlands 
the Ozark Mountains, the cut-over areas of the Lake states, and the eastern 
parr of the Cotton Belt, and others are adjacent to city populations, some 
are widely distributed in all states. From the standpoint of production 
they lack adequate resources. ^ et land, the most important resource they 
lack, is not available unless that in the hands of other farmers were re¬ 
duced; and if enough land were available the problem of finding adequate 
outlets for farm products would be complicated still further. Measures 
to assist agriculture on a price basis afford but little help to these groups 
of underprivileged farmers. 

I he aspect of efficiency also should be noted. Farm-management studies 
normally show wide differences in earning capacity among farmers under 
similar conditions. While studies of this kind have been emphasized among 
farmers who produce primarily for the market, a considerable number 
have included subsistence and part-time farmers. In all ranges of resources 

from the best to the poorest the differences in managerial ability in using 
those resources are apparent. 

The question of whether farmers should be subsidized at a level which 
keeps the most inefficient 25 per cent in agriculture or whether something 
better for these people and for agriculture could be devised was addressed 
by a farm journal to a number of recognized farm leaders. 1 The question 
did not clearly distinguish between inefficiency and lack of resources, and 
some interpreted it each way. The replies varied greatly from a decisive 
no to suggestions for increasing the efficiency of such farmers or for 
making them less dependent upon agriculture by creating more job op¬ 
portunities outside agriculture. From a social viewpoint the opportunities 
of farm life were generally conceded. 

Thus the question of who is to be included when we talk of agricultural 
issues is not clearly defined. Some issues are regional in character; for 
example, the legislation to repeal the Federal taxes on margarine favored 
farmers in areas which produce cotton and soybeans and was adverse to 
those ,n dairy areas. Programs which affect income through raising or 
maintaining prices of farm products favor farmers who sell the products 
Hence commercial farmers with adequate resources receive the 

" CnCfi ! S ' Vhl ' e those who mark « little, either because of inefficient 
methods or lack of resources, have little to gain. Issues which affect rural 

Too Many Farmers? Fan,, Journal, Vol. LXXIV, No. 5. May, 1950, p. 31. 
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social conditions or the levels of living of farm people of course apply to 
the entire farm population. To construct situations which promise to be 
generally helpful amid the variety of conditions is not easy. Some broader 
objective is needed. 

Agriculture and Business Groups 

The nonagricultural population may be classified in many ways. For our 
purpose the census classification of employment by broad industry groups 
is useful since farmers sell most of their products to these groups and in 
turn buy their processed supplies from them. These groups obviously 
include only the employed part of the population (Table 83). While 


Tabi.f. 83. Persons in the Employed Labor Force, by Indi-mrik*, t 'kited States, 1940* 


(In Millions) 

In Jut try 

Manufacturing. 

Agriculture, forestry, and fisheries. 

Wholesale and retail trade . 

Personal services. 

Professional and related services. 

Construction. 

Trans|>ortation, communication, and public utilities 

Government. 

Finance,insurance, real estate. 

Mining.. 

Business and repair services. 

Amusement, recreation, and related services. 

Industries not reported.. 

Total. 


Total I Mb or Forte 
11 8 
9 I 

... 8.2 
.... 4.4 
.... 3.5 
.... 3.5 
.... 3.4 
.... 1.9 
1.5 

.... 1.1 
.... 1.0 
.... 05 
.... _2A 
.... 52.0 


• Source: Statistical Abstract of the United States, 1947, pp. 191-193. 


these figures are for 1940, the proportions of the various groups probably 
have not changed greatly. At that time the farm population made up 22.9 
per cent of the total population, and the employed labor force in agri¬ 
culture was 17.6 per cent of that for the country. The subsequent growth 
of the entire population and the reduction in the farm population have 
reduced the proportion living on farms to less than 19 per cent in 1949. 

It is apparent that agriculture has contact with all of the other industry 
groups through the exchange of goods and services. A rough measure of 
the extent of the contribution of agriculture to manufacturing may be 
secured. Of the 20 major groups 2 of the manufacturing industries as classi¬ 
fied in the Census of Manufactures, five derive their raw materials almost 
wholly from agricultural products. These groups include food and kindred 

’The 20 major groups are subdivided into 450 subgroups. 
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products, tobacco, textile and mill products, apparel and related products, 
and leather and its products. In addition the raw materials for other 
products such as soap, vegetable and animal oils, and brooms originate on 
the (arm. The number of wage earners employed in these manufacturing 
lines in 1947 was 3I.S per cent of the total in manufacturing, the wages 
paid to them were 26.9 per cent of the total, and the value added by 
manufacturing was 29.8 per cent of the total . 3 

On the other hand, farmers depend upon the manufacturing industries 
for much of the supplies for the farm business and for family living. Im¬ 
portant among these are agricultural implements, automobiles and trucks, 
motor fuels, building materials, fences, tile, hardware and tools, electrical 
equipment, household appliances, furniture, food, clothing and other 
textiles. In 1948 farmers paid out an estimated 18.5 billion dollars for farm 
operating expenses.* Roughly two-thirds as much was spent for family 
living. A large part of these sums, therefore, represented the farm market 
tor the nonfarm groups. 

The products manufactured from agricultural materials and those to 
Ripply the farmer’s needs add to the volume of wholesale and retail trade, 
transportation is necessary to move farm and processed products from 
place to place. In 1947 primary agricultural products accounted for 11.6 
per cent of the revenue freight on all Class I railroads . 5 Had the articles 
processed from farm materials and the supplies for farm use been added, 
a much larger share would have resulted. 

In the chapter dealing with marketing costs it was noted that the mar¬ 
keting costs of food products in general equal or exceed the returns to 
the farmer. In other words the value of services rendered in marketing by 
nonfarm groups is as great as those of farmers in production. For cotton, 
wool, tobacco and leather, the value added after the product leaves the 
farm ,s several times that paid to the producer.’ Hence not only farmers 
but many other groups contribute to the final product. 

Agriculture then is but one of many industries which make up our 
modern economy While its products are essential so are the products and 
services of the other groups. Those who consider agriculture as the only 
fundamental part of the national picture fail to see the whole picture. The 

I 0 “ 15 per „ C ,® nt ' Vhlch a g rlcultur c contributes to the national income is 
significant. V\ hat happens in agriculture affects all the other groups and 
n mm is affected by them. This docs not imply that the current basis for 
Statistical Abstract of the United States, 1949 DD 932 - 94 ? 

4 Agricultural Statistics, 1949, p. 639. PP ' 

6 lbid. t p. 552. 

"Table 37. 

1 Tables 45, 46, 47, and 48. 
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exchange between groups is equitable but merely that we live in an 
interdependent economy. 

Despite the fact that our agriculture has greatly expanded over the 
past 70 years, the proportion which agricultural raw materials make up 
of all manufacturing has steadily declined (Table 84). Total farm popula¬ 
tion and farm employment have declined since 1910. In general agriculture 
is expanding less rapidly than the nonagricultural parts of the nation. This 
should occasion no surprise. A new country with ample resources de¬ 
velops its agricultural resources first; later as population increases and 
capital accumulates, industries expand more rapidly than agriculture. 

Table 84. Relative Position or Masifaciurixc Industries L’sikc Agricultural Raw 

Materials Chiefly* 


Per cent of all manufacturing indusnics 



1879 

______j 

1904 

1929 

1947 

\iimlwr nl wiffr rarniT* 

42.5 

38 1 


31.5 

Wages paid.. 

37.2 

32.2 


26.9 

Cost of materials.... 

60.4 

52.9 



Value added by manufacture. 

41 3 

37.3 

28.9 

29.8 

Value of products.! 

53.4 

46.3 

35.5 



* Data for 1879-1929 from Uuis H. Bean and Arthur P. Chew, Economic Trends Affecting 
Agriculture, U.S. Department of Agriculture, 1935; 1947 from Statistical Abstract of the 
United States, 1949, pp. 932-942, and Release MC-201, U.S. Census of Manufactures, 1947. 

Technological developments in agriculture, many of which are closely 
related to industrial developments, increase the production per man, hence 
reduce the number of people needed to produce farm materials (Fig. 5). 
Thus in 1880 each farm worker in the United States supplied 6.42 con¬ 
sumers at home and abroad.’ By 1900 this figure had increased to 8.05; 
by 1930 to 10.96; and in 1947 to 14.61. The accumulation of surplus farm 
products indicates that still fewer people are needed in agricultural pro¬ 
duction. These long-time occupational adjustments by which the farm 
population and farm workers make up a smaller proportion of the totals 
for the nation reduce farmers’ direct voting strength, their representation 
in Congress, and their ability to compete with other groups but do not 
impair total productive capacity. 

Individual Farmers versus Big Business. Agriculture, as indicated earlier, 
is made up of a very large number of relatively small units. The corporate 
form of organization on a large scale has not been well adapted to the 

* Farm Production Practices, Costs, and Returns, p. 73. U.S. Department of 
Agriculture Statistical Bulletin 83, 1949. 
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conditions of agricultural production. Of the other occupational groups 
listed in Table 83 only personal and professional services are composed 
predominantly of units in which the organization is that of individual 
proprietorships. Some other occupational groups, of course, contain large 
numbers of such units, particularly in retail trade which in 1947 accounted 
for more than 46 per cent of the total number of operating firms in 
industrial and commercial lines (Table 85). A large part of the industrial 

Table 85. Number of Operating Firms in Industrial and Commercial Lines, 1947* 



Number of firms 

Number of farms 


(thousands) 

per firmf 

Manufacturing.. 

31ft 

1Q 

Wholesale trade.. 

J l o 

ion 

i y 

Retail trade. 

lou 

33 

Construction. 

i,/ jj 

276 

3 

22 

Transportation, communication, and public utilities... 

229 

26 

I-inance, insurance, real estate.. 

303 

20 

Mining. 



Service industries. 

47 

727 

ZUO 

8 

I otal. 

3,817 



• Statistical Abstract of the United States, 1949, p. 493. 

t Number of farms 5,970,000 from Farm Income Situation , July-August, 1949. 

and commercial business of the country is carried on by large and power¬ 
ful business units. In manufacturing industries, for example, establish¬ 
ments with 1 to 9 employees comprised 48.6 per cent of all manufactur¬ 
ing firms in 1947, but they had only 3 per cent of the employees and 
accounted for only 3 per cent of the value added by processing. 0 The 
firms which had 100 or more employees represented only 10 per cent of 
the total but had three-fourths of the employees and accounted for a 
like amount of the value added. Of these larger firms those with 1,000 
or more employees were less than 1 per cent in number, but had one- 
third of the employees and contributed one-third of the value added. 

That large-scale business units are common to many kinds of industries 
is indicated by average net assets by industry groups as reported by the 
National City Bank of New York (Table 86). Net assets for firms in 
t ese f ro “P s avera g ed from « million dollars to 62 million dollars. While 
these leading companies make up less than 1 per cent of the industrial 
and commercial firms of the nation, they represent almost half of the 
total assets of all American corporations. 10 

Statistical Abstract of the United States 1949 p 929 

r Nadonal Cit >' Bank of New York. Mombl'y Leuer on Economic 

conditions. Government Finance , April, 1950, p. 39 . 
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Farmers have a real interest in the tendency of American business enter¬ 
prises to develop on a large-scale basis. Much of the equipment used on 
farms and in farm homes is available within the reach of farmers only 
because of large-scale production made possible through the combination 
of large amounts of capital, technical skill, a highly specialized division 
of labor, and trained management. Because of such equipment and wide¬ 
spread service activities, farm work is more productive and less arduous. 
Technological developments in industry have widened the market for 
the farmers’ products, while employment and payrolls have enabled the 
workers to buy and use the final products. 


Table 86. Book Net Asset* or Leadinc Corporations, Jan. 1. 1949* 


Industry 

Number of ; 
companies 1 

Av. book net assetst 
(millions) 

Manufacturing. 

1,710 

#29.6 

Trade (wholesale and miscellaneous) . 

187 

23.3 

Construction 

20 

6 1 

Transportation . 

259 

62.2 

t t 4 

Public utilities. 

284 

41 4 

Finance. 

682 

16.0 

Mining. 

Amusements and service .... 

109 

91 

15.6 

9.1 

All industries. 

1 

M 

IS 

< 

$2 8 7 


• The National City Bank of New York, Monthly Letter on Economic Commons, Government 

Finance, April, 1950. . 

t Net assets are based upon the excess of total balance-sheet assets over liabilities; the 

book values arc far below present-day values. 

By contrast, however, the farmer’s business and that of other individual 
proprietors in industry groups appears very small indeed. He and his 
family must provide the management and a large part of the capital 
and labor with which to operate. It is because of their unequal competi¬ 
tive situation as individuals that farmers have set up national organizations 
which could study their problems and express their interests on a broad 
group basis. It is for this reason that through their organizations they 
have organized cooperatives bv which they could sell their products and 
buy their supplies on a larger scale basis. It is for this reason also that they 
have demanded governmental assistance to curb other groups when they 
felt their competition was unfair and to advance their own interests. 

Agriculture and Organized Labor 

Farmers’ income from sale of products and their outlays for purchased 
goods are influenced by labor costs in other industries. In many lines a large 
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parr of the labor force has been organized into labor unions. These groups 
include a parr of those listed above under industrial and commercial 
groups for it is from their workers that the labor unions draw their mem¬ 
bership. Io date relatively little effort has been made to enroll farmers 
or their employees in labor unions. The effects of union activities upon 
agriculture, therefore, arc mostly indirect but nonetheless important. The 
payment made to workers for their services in producing and assembling 
raw materials, in processing them, and in distributing the finished prod¬ 
ucts represents a major part of the total cost. While total union mem¬ 
bership is less than one-third of the total nonagricultural labor force, the 
strategic position which unions hold in major industries has much in¬ 
fluence in determining wage rates and working conditions. Since the war 
labor unions have gained marked advantages year by year in higher wages 
or other benefits or both. These higher labor costs have been reflected 
in the rising costs of products needed in farm production and family 
living. As consumers farmers have shared the inconveniences of limited 
supplies or services because of work stoppages to enforce demands. On 
the other hand, higher wages, if not offset by loss of income while on 
strike, provide greater purchasing power, some of which is spent for 
farm products. 

Because of closely knit organizations labor unions arc able to exert a 
strong political influence in their own behalf. Such issues frequently 
come into conflict with those of farm groups. 

Agriculture and Consumers 

Of great significance to agriculture is the very large but unorganized 
group of consumers. This group includes the whole population of the 
United States and many people in other lands. Here is further overlapping, 
for the employed members of the consumers’ group include both the 
groups of occupational workers and the labor-union membership dis¬ 
cussed above. Farmers, too, consume a portion of their own products, 
some directly on the farm and some exchanged between farmers, or 
bought back after processing. 

In the chapter dealing with demand for farm products, illustrations 
were given of the effects of different levels of income upon consumption 
of food products Consumers, of course, desire to supply all their wants 
as fully as possible. Those for food may be increased to a limited degree 
by consuming more food and by changes in the diet, but wants of other 
kinds tend to expand more rapidly than income. Decisions must be made 
as to which wants will be satisfied and these individual decisions of millions 
ot consumers, when expressed in action, furnish a guide for all kinds of 
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production. During the last two decades the operation of this guide has 
been greatly impeded by governmental actions des.gned to render assis- 

tance to certain groups. . . . .. 

It is apparent that the interests of all these groups, agricultural, indus¬ 
trial, and commercial, organized labor, and consumers, arc not only 
diverse but in some cases the interests of some groups coincide with those 
of others, while in other cases they are conflicting. Further, within the 
various broad groups there is competition among the subgroups, firms 
or individuals who compose them. The economic objective is plain. Each 
business unit desires to secure the largest possible advantage for itself, and 
frequently business units join forces to secure even greater advantages 
than could be had separately. Mere size is not an evil but frequently big 
businesses have used their size and power to take advantage of others. 
The last hundred years of our national history is replete with the struggles 
against monopolistic power. In such struggles the unorganized consumers 
and small-scale units in both industrial lines and agr.culturc are the for¬ 
gotten people. “Farmers are little folks in an age of great combinations. 
When abuses have become sufficiently acute, governmental action has been 
invoked to protect the public interest. Thus the Federal government is the 
final group to be considered. 

The Role of Government 

Government, at least in theory, is the organized arm of all the people 
to promote and protect their welfare. It should provide for fair play, 
protect the public interest when conflicts arise between groups, curb 
monopolistic practices and other abuses, and assist in setting up policies 
to promote harmony between groups. It should serve the public interest 
through aiding full employment and the constructive use of resources. 
It should provide services for the public good, education, health, roads, 
and care of unfortunates. And in all these activities it should encroach 
as little as possible upon the freedom of its citizens. 

In performing its functions of writing the rules of the game and acting 
as umpire, government must become a participant in many economic 
activities. It collects huge sums in taxes; it spends these sums and often 
more for wages and salaries of employees, purchase of materials, building 
public improvements, relief, and a host of other things; it enforces many 
regulations on business; and it shapes the credit policies. These and many 
other activities of government affect the welfare of many groups within 

' ItTna'mral then that the groups which are affected should endeavor 
not only to take advantage of conditions existing under the laws, but 
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also to influence the character of the laws to their advantage. This situa¬ 
tion results in pressure groups, each of which professes to serve the public 
interest through promoting those legislative measures which it favors. 

Pressure groups have influence because government is administered at 
the top levels by men who belong to a political party which owes sup¬ 
port to many varied interests. A political group comes into power because 
it makes promises which attract support, and it remains in control so long 
as its policies retain sufficient support to keep it in power. In practice 
the ideal of the public interest is likely to be warped by the conflicting 
interests of the many pressure groups that make up the public. In this 
respect agriculture is no exception, although it frequently presents several 
rather than a single point of view. 

Because of its many kinds of functions and their broad scope the central 
government can do much to create a favorable situation for all groups. 
So far as it can-encourage full employment at good wages, a fair exchange 
of goods and services among groups and individuals, and satisfactory liv¬ 
ing conditions without the imposition of undue burdens of taxation and 
regulations, all groups benefit. To pursue the general functions of gov¬ 
ernment further would carry us too far afield. We need, however, to 
examine the relations of government and agriculture, the basis for assis¬ 
tance to agriculture, trends in development of assistance to date, what 

farmers want, and problems involved in methods of attaining these 
objectives. 0 


Agriculture and Government 

Agriculture has been the recipient of much governmental assistance over 
a 'ong period as was related in the chapters on historical background. 
Much of the land we farm came into possession of farmers directly or 
inchrecdy through the Federal land policy which began with sales and 
ended with distribution under the Homestead Act. The technological 
progress has stemmed in part from the results of the Morrill, Hatch, 
Smith-Lever, and Smith-Hughes Acts and the various later acts by which 

Itzr' fT' t,eS h T becn ex P andcd thr °ugh Federal assistance. 
Marketing of farm products has benefited greatly because of Federal 

Farm! "t “ ^research, regulatory, and informational activities. 
[ T haVC beCn a,ded and cnc °uragcd to market their products and 
buy their supplies on a cooperative basis. Provision was made for agri- 

itn lT r SOreiy needed - Aid to soil conservation has been 
f C v h ™ gh Vano “ s a S™ C,eS - Tariffs - unless except for a few prod- 
•’ • if e ^Tr naC ? e ' mosr extensive reclamation and irrigation 

If lllll'!', the ^ eSt have h3d direct aid ' T he weather-bureau reports are 
particular value to farmers. Rural electrification has been extended to 
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most parts of the country. During the past two decades relief and price- 
support measures to agriculture have followed each other in rapid pro¬ 
cession. These have been marked by the stabilization operations of the 
Federal Farm Board; production controls and the parity concept of the 
AAA of 1933; the soil-depleting versus soil-conserving aspects of the 
1936 Act; the marketing controls and ever-normal granary storage of 
the Act of 1938; World War II high price supports, ceilings, and subsidies; 
the postwar Steagall measure; the flexible price supports and revised parity 
of the Act of 1948; and the Act of 1949 to postpone the flexible supports 
and amend parity to provide still higher supports. 

What Conditions in Agriculture Merit Support? Production- periods in 
agriculture range from a few months to a number of years. The resources 
used in production represent a high proportion of 'fixed investment so 
that changes to expand or contract take place slowly. For these reasons a 
high measure of stability is desirable. Agriculture, moreover, is peculiarly 
vulnerable to rapid changes in demand which accompany marked changes 
in employment, the general price level, and the national income.” This 
condition arises because farm production continues, and sometimes even 
increases, in the face of very low prices; prices of raw materials exhibit 
very wide price changes; and marked increases or decreases in farm income 
arc quickly translated into land values. From year to year production of a 
particular crop or products is subject to fluctuations because of natural 
conditions, while livestock production follows cycles of several years’ 
duration. Many farmers arc in the debtor class; hence they lose heavily 
when prices fall sharply and reap windfalls in inflation periods Wide 
variations m farm income affect directly not only the farm population 
but also closely related business groups. In view of these conditions some 
supports appear desirable particularly to lessen the effects of a prolonged 
and serious depression. F ® 

Trends in Support Programs. The farm programs which began two 
decades ago on a relief basis have taken various forms about tl^ central 
theme of raising or maintaining the level of prices of farm products These 

* 3* ' , 7 5UtiC - A " a g ricultural economist has set forth 

the following trends as applying to the programs to date as well as to some 
current proposals. Government controls, as related to prewar are be¬ 
coming more extensive Programs providing above-market prices tend 
to accumulate stocks whose sale involves political difficulties. Production 
con roIs adopted as emergency and voluntary become regular and com- 

M ““ A p ““ Po " y ,or «—«■ - Ag.i- 

at; attsarsir- *— 
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pulsory. Payments will continue to be made to farmers from the Federal 
treasury, though they may bear various names. The complex nature of 
allotments and administration calls for an increase in central control Pro¬ 
grams become broader to include larger numbers of minor products. As 
prices decline greater use is made of marketing agreements. The probable 
increase in use of export subsidies complicates the coordination between 
domestic and foreign outlets. Programs start on a low level but tend to in- 
crease. The political aspects of the programs are becoming more pro¬ 
nounced Differences m treatment between large and small producers are 
likely to develop. r 

The majority of these trends have already been realized at least to 
some degree. Experience has shown too that high prices from whatever 
cause operate to increase over-all production but that low prices do not 
effect a similar over-all reduction. When reduction is forced the control 
patterns to date have proved too rigid to permit normal adjustments. Re- 
duction in acreage docs not provide a like reduction in products, and 
the idle acres arc shifted to other crops. High supports limit domestic 
consumption and restrict foreign markets. The distribution of surpluses 
may materially aid the nutritional level of undernourished persons but is 
no adequate means of marketing the excess. Price measures ofTer little 
help to the large group who produce little for the market. The costs add 
materially to the country’s tax burden. 

What Do Farmers Want? Much of the extensive literature regarding 
farm programs is concerned with the means of attaining objectives rather 
than defining the objectives sought. Many individual farmers, looking at 
the immediate future, apparently want simply to retain the advantages 
gained by legislation and the war emergency. The president of a national 
farmers organization with a longer viewpoint has expressed it thus: 
“Farmers want a fair opportunity to earn enough to enable their families 
to live comfortably, to enjoy in moderate degree the better things of life, 
to become educated according to modern standards, and to attain a measure 
of security for their old age.” 13 An agricultural economist has summed 
up the objectives in two points: “( 1 ) To improve the level of living of 
rural people, and (2) to maintain a large production per worker.” 14 A 
Committee of the Association of Land-Grant Colleges and Universities re¬ 
ported, The objectives of rural people are to obtain (1) income to provide 
a standard of living comparable to that of other large productive groups, 

11 Allan B. Kline, What the Farmers Want. Annals of the American Acad¬ 
emy of Political and Social Science , Vol. 259, September, 1948, pp. 122-127. 

14 H. C. M. Case, What Do We Want in Farm Policy? Illinois Farm 
Economics, Nos. 176-177, January-February, 1950, p. 941. 
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(2) freedom of opportunity, and (3) that degree of security which will 
make for stability of family and community life.” 15 

Any of these longer range objectives might be applied with equal fit¬ 
ness to any other group. They arc fair objectives for the nation as a whole. 
Most groups interested in agriculture, whether farmers, educators, busi¬ 
ness executives, politicians, or consumers, would subscribe to them. The 
difficulty arises in finding some common ground as to methods of achiev¬ 
ing these objectives. 

All too often the practices followed have not been consistent with these 
objectives. The pressures exerted by many commodity groups within 
agriculture have quite consistently been on the side of maintaining or 
raising prices of farm products even when they were disproportionately 
high. I he ideal of stability so ardently sought for involves resistance to 
boom periods as well as supports to offset depression. 

Agriculture and the National Interest. The problems involved in the 
relationships of agriculture both internally and with business and com¬ 
mercial groups, organized labor, consumers, and government arc but part 
of the total economic picture. Business groups and labor likewise have 
problems and have set up programs for accomplishing their objectives. 
They too seek the favor and assistance of government. To the extent that 
government can foster conditions which are favorable to all groups, the 
public welfare is advanced and the problems of each group arc simplified. 
In this sphere fall such problems as relationships with other nations, the 
needs of national defense, how much government control we should have 
and how much should be left to private enterprise, fiscal policies, and 
fairness of tax burdens. These questions arc far from finding satisfactory 
solutions. ' 

Progress on Problems of Agriculture 

Despite all the technological advances made within agriculture and the 
varied assistance of a generous government many questions still await 
solution. Some of these questions apply within the framework of agri¬ 
culture, others to the relationships of agriculture to business groups and 
to consumers, and still others to agriculture and government. 

Within Agriculture. Some progress has been made in resolving the 
differences in interests and opportunities among farm groups. Although 
the regional differences in production and marketing remain, much has 
been done through the farm programs and the national farmers’ organiza¬ 
tions to promote the national aspects of agriculture and the interrelation- 

,# Re p°rt of Committee on Postwar Agricultural Policy of the Association 
ot Land-Grant Colleges and Universities, 1944. 
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in their duties. The direct cost to the Federal government for wages and 
expenses for work in this count)' was in excess of $86,000, divided in 
order of cost among the Production and Marketing Adminstration, 
veterans* training, soil conservation, teaching in high schools of agriculture 
and home economics, and agricultural and home economics extension 
work. 


A remedy for duplication of effort throughout the U.S. Department of 
Agriculture has been proposed as a result of the study of the Agricultural 
Task Force of the Hoover Commission.” Under this plan the entire 
structure of the department would be reorganized and its functions 
grouped under the following services: staff, research, extension, agri¬ 
cultural resources conservation, commodity adjustment, regulatory’, agri¬ 
cultural credit, and rural electrification. At what time and to what extent 
these proposals will be made operative is another unanswered question. 

General banti Programs. The outstanding questions involving the 
relations of agriculture and government arise in connection with the gen¬ 
eral farm programs. These programs have been the object of much praise 
and blame. Their origins, developments, and results have been traced. 
No one seriously questioned the need for governmental help to agriculture 
in the thirties when the situation was desperate because of low prices. 
Likewise, during the recent war governmental programs served to stimu¬ 
late and direct agricultural production into those lines most needed for the 
war effort. Justification can be found also for providing some assistance 
m making the transition from the expanded war production to the needs 
for peacetime. The need for continuing subsidies in periods of high farm 
incomes, however, has been questioned. Public attention has been aroused 
to the vast quantities of surplus farm products accumulated by govern¬ 
ment purchase or under government loan. So great had become these 
holdings by mid-1950 that Congress had to authorize an additional 
2 billion dollars of loan funds to supplement the 4.8 billion dollars of 
the Commodity Credit Corporation to permit it to carry through the 
commitments made for the year. Taxpayers are concerned with the cost 

of price-support practices and farmers with the effects of stored products 
on future prices. v 

Objectives. That some type of farm program will be retained appear* 
obvious after nearly two decades of experience. How are we to judge 
the programs that have been or will be advanced? Some general criteria 
may be set forth by which farm programs may be constructively evalu¬ 
ated Such criteria should be separated into two categories, those which 
apply to the objectives of the program and those which indicate the tech- 
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mques or means of attaining the objectives. The objectives given here are 
few in number but broad in scope. They may be' stated fhus 

shnnlH 3 "" r g, T Sh0U ' d contribute the national welfare. Agriculture 
hou d produce the required amounts of food and other raw materials 

any olVg^p! "° **** '*** C ° M "" be *** g«"« d » 

innrodu!'tiv r p 0gramS - ShOUld T**"™ the natur o of agriculture. Changes 
<n productive capacity exceed population growth, yet income is subject 

bCCaUSC ° f PhySiCal haZards ° r P ricc chan g«- Types 

Aer culm e lod arCaS ^ ” d ° levck of ™ ome a ™4 farmers. 

Agncu'ture produces more population than it can employ efficiently. 

use of re / SramS ^ W encourage the most efficient and economical 
use of resources in product,on. This involves ample production the de- 

aXlcnnnd at 'I 1 f h °!I' mUCh ” pr ° dUCC bci "S S uided chiefly by supply 
and demand, with freedom to make shifts as conditions change. 

• Parm programs should encourage a constructive program of soil 

conservation. Sod resources are limited and subject to raphl deterioration 

Consei vat,on ,s needed both to maintain or improve our present produc- 

5 iw' 7 a K W ,r V 'V° r thC nCCd5 ° f " uture S'™ ations. P 

5. I rograms should provide for the welfare of farm people. Welfare 
a broad term; it may be defined in three parts: (.) income adequate to 

unusual lv T C ' ° f ' iVingi <b) SCCUrit >' 0r ■■'surance against 

n rririn ” e ™ r ? enC,tS ’ 3nd (C) f,ciliries for education, proper 

” b - “ ,d mcdi “ i ,o ,id h '" ■■■< 

Jn l r^LST five 0b ' e “ ives should be included in the structure of a 
Th se who | pr0gran, '. Man y persons will agree with these objectives. 

[ ' “ da ™ particular benefits for agriculture will question the 

first, and those who desire to tie the pattern of production rigidly to some 
past period must, of course, deny the third. 

rr 1 c-Z^" qUCS u H ° W \° accom P lish ^e objectives of a farm program 
creates a much greater diversity of opinion. A multitude of proposals have 

wnl ff y Wh,Cb farm inCOmc mi g ht be increased. Many of these 
ssould affect incomes through prices of products sold or by means of 

direct payments to producers. Among those applied to prices are rigid 
price supports, flexible price supports, two-price systems, export sub¬ 
sidies, and forward pricing; direct payments come under the headings of 
production subsidies, parity income, parity payments, and supplementary 
income; other proposals include acreage allotments, soil conservation, crop 
loans, crop insurance commodity storage, marketing quotas, marketing 
agreements, increased production of livestock and livestock products! 
increased consumption through improved diets and increased industrial 
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uses. And the end is not yet for new proposals and modifications of old 
ones continue to be made. 

General farm programs have usually embodied a number of such pro¬ 
posals. The harm Act of 1949, for example, included provisions for 
rigid price supports, flexible price supports, crop loans, acreage allotments, 
marketing quotas, and was selective as to products, the support of basic 
crops being mandatory, and that of many other products permissive. 

The merit of any general program then depends in large part upon how 
its objectives arc to be attained. At this point many basic choices must 
be considered. A program may be devised to operate continuously in 
good times as well as bad or primarily as an insurance against adversity. 
The assistance provided may be based upon its effects upon prices of 
farm products, upon the level of farm incomes, or upon some other basis. 
If price supports arc applied to individual products, the question arises 
whether all products should be covered or benefits be limited to certain 
products. Whether such supports should be flexible or rigid and at what 
level they should apply pose further questions. 

Experience has shown that in peacetime high price supports call for 
controls if surpluses arc not to become burdensome. Controls for crops 
may be applied to acreage or marketing or both. If acreage allotments arc 
rigid, their value may be capitalized into land values, as has occurred with 
tobacco. If controls arc less rigid and surpluses accumulate, the problem 
of disposal may become a serious one for producers. High domestic prices 
tend to limit consumption and to encourage the use of substitutes as 
rayon and nylon for cotton. Likewise, they reduce foreign outlets unless 
their effects arc offset by subsidies. 

The cose of a program, of course, is related to its scope. The trend 
has been to guarantee higher prices and to extend supports to more 
products. Administrative costs have also been high. The costs of adminis¬ 
tration particularly at the local level differ greatly as between a large 
paid staff and volunteer groups on an expense basis. The total cost to tax¬ 
payers will be affected by the extent of the assistance provided and whether 
the cost is paid entirely from the Federal treasury or a part is borne by 
farmers on an insurance basis. The stability of'the program is much 
greater if appropriations are on a permanent basis rather than dependent 
upon Congressional action from year to year. r 

Finally the nature of a program calls for decisions. It may be questioned 
whether the welfare of agriculture can be assured independent of that 
of the nation. Before accepting any program farmers should examine 
how it affects their free enterprise and decide to what extent they arc 
willing to surrender this principle. These questions raised regarding the 
techniques of a farm program by no means cover all angles to be con- 
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Mining maximum employment in the 

Summary 
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griculture has long been the recipient of Federal aid in manv ways 
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initiated tend to grow. The basic objectives of agriculture might well 
be applied to other groups and to the nation as a whole. Unfortunately 
the means of achieving these objectives have fallen far short of the ideal's’ 
Conversion from war to peace conditions was difficult. The political effort 
to make this transition painless doubtless prolonged the adjustment and 
increased the confusion. Even before this adjustment was completed the 
situation was reversed and the nation was again faced with the unusual 
demands of a program of military preparedness. This program called for 
increased production by both agriculture and industry and further post¬ 
poned a longer range solution of the agricultural problem. Discussion of 

eve 77 PrOP 'r S ' 1ntcd should scrve ® clarify the issues and 
eventually to realize an increasing measure of stability in agriculture. 

QUESTIONS 

often fUndamen,il ° f thc T « 

anee 2 ? ^ *° P " SenC * Uni ' cd front in demands for assist- 

3. What interests are common to agriculture and business groups? 

farmland c“„r C '° a " d «*-*• >—» To 

tween farmersand*other'grouptf* ^ ■>"*"«* ■»■** Be- 

grie 6 v'an«s? WhaC CX ' Cn ' Sh ° Uld gr ° UpS IO ° k government to redress their 

s' In Thefr H . aS , agri f U ! t T bcncfi,cd fron > governmental activities’ 
terialistic.^ - "a- 

thre’e' ' hC ge " Cral PUVm pUt " to operation in the last 

10. What was the outstanding feature of each’ 

farm * programs? d ° ^ agrCC Wi ' h thC “-lined for general 

visions of a gencral'farm'program. 5 ' hlt "H* - P- 

don?' ^ Cri ' iCiSmS ma> ' bC made ° f the program currently in opera- 
14. By comparison wherein are other proposed farm programs superior? 
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Federal, by functions, 282 
by programs, 282 
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governmental, trends in, 286-289 
Federal, 286-288 
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Illinois, by purposes, 283 
local units, by purposes, 284 
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gross, 351 
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306, 329 
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of natural resources, 296, 300-302 
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(See also Foreign trade) 
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376 
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Factory system, 25, 45, 156, 163 
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farm, 6, 323, 366-368 
life cycle of, 367-368 
low-income, 366 
social functions of, 366 
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Family farm, 100, 332 
definition of, 323 

Family flour, cost of marketing, 187 
Farm bureau (see American Farm Bureau 
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Farm Bureau Federation, American 88-89 
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Farm credit (see Credit, farm) 

Farm Credit Administration, 67, 204, 263 
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Farm management (see Management, 
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(See also Operation, farm) 
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(See also Organization, farm) 
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(See also Programs, farm) 
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share of, in consumer’s food dollar, 180 - 
190 

causes of variation in, 182-187 
Farmers, business of, small-scale, 383 
noncommercial, location of, 378 
organization of, 27-28, 48-50, 87-89, 
198-215 

social contributions of, 375 
Farmers’ Alliance, 49 
Farmers Home Administration, 92, 94, 
259, 265 

Fanners’ Union, 49, 87, 375 
Fanning, characteristics of, 249 
self-sufficiency of, 8, 25, 103 
Fanns, acquiring of, 319-322 
classification of, by type, 331 
commercial, 103 
definition of, 102, 331 
differences in, 319 
by economic classes, 102-103 
inherited, 247 
land in, 297, 300 
size of, 323 

Favorable balance of trade, 223 
Federal credit unions. 210 
Federal debt, distribution of, 287 
Federal deposit insurance, 267 
Federal Farm Board, 62, 66. 150, 202, 387 
Federal income tax, 274, 336, 338 
Federal intermediate credit bank, 210, 254, 
255, 263 

Federal Land Bank, 93, 210, 254, 263 
Federal Office of Markets, 202 
Federal Reserve System, 124 


Federal Seed Act, 174 
Fee, 272 

Feeds, check sheet, 346 
Finance, agricultural, definition of, 244 
public, 272 

^ (See also Credit; Loans) 

Financial accounts, outline of, 342 
Financial record, 339-347 
sample farm, 349 
(See also Record, farm) 

Financial statement, 337 
Financing, 165 
Finncll, H. H., 313 
Fiscal-year record, 339 
Florida Purchase, 11 
Flumes. 309 

food consumption, per capita, 121-122 

Food production, increase in, 74 

Food reserves, 122 

Food stamp plan, 71 

Food stores, classified, 168 

Foods, energy-producing, 126 

protective, 126 
Ford car. Model T, 39 
Foreclosures, farm, 263-264 
graph of, 261 
Foreign trade, 217-243 
balance of, 225 
basis of, 218-220 

definition of, 217 
farm products, 230-239 
exports, 230-234 
imports, 235-239 
competitive, 235, 237-239 
before 1914, 229 
since 1914, 230 
noncompetitive, 235, 236 
importance of, 217-218 
influences affecting, 226-229 
"most-favored-nation” clause, 227 
periods in, 219-220 
before 1914, 219 
1914 to 1939, 219 
1939 to 1950, 220 

postwar position of agriculture in, 239 
ratio of duties to value of imports, 228 
reciprocal trade agreements, 227-229 
relation of, to political, military, and 
social aims, 218 
restrictions to, 221-223 
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Foreign trade, restrictions to, bilateral 
trade agreements, 221 
control of exchange, 222 
devaluation of currency, 222 
domestic price supports, 222 
export subsidies, 221 

government trading, 222 

import quotas, 221 
preferential treatment, 221 

tariff, 221 
total, 230-231, 235 
exports, 231 
imports, 235 

(See also Exports; Imports) 

Forest area, 297-298 
Forest fires, protection against, 282 
Forest Reserve Act of 1891, 34 
Forest Service, 91 
4-H club, state aid to, 284 
Free Silver movement, 48 
Freight rates, 38, 39 
Frontier, 8, 21, 35 

Fruits and nuts, cash receipts from, 159 
production of, 107 
Future Fanners of America, 84 

G 

Gadsden Purchase, 12 
Gap between producers and consumers, 
120-121 

Gas tractor, 37, 81 

General farm programs, criticism of, 391 
General Land Office, 91 
General price level, 48, 56, 140, 148 
causes of changes in, 146-148 
Gift tax, 276 

Gifts, effect of, on demand, 131 

by United States on foreign trade, 
220, 228 
Ginncrs, 173 
Goals, 70, 111 
price, 151 

Gold, discovery of, 24 
monetary stock of, in United States, 224 
revaluation of, 224 
effect of, 224 
Gold standard, 219, 224 
Government, activities of, 385 
aid from, to agriculture, 100, 386-387 


Government, benefits from, 386 
big, 390/z. 

cure for ills of, 391 n. 
efficiency of administration of, 291 
role of, in farm production, 104 
in marketing, 173-175 
in public welfare, 385-386 
Government stocks, 2 , 228 , 391 
Government units, 273 
Government waste, 290 
Grading, 162 

Graduation Act of 1854, 14 
Grain Futures Act, 283 
Grain inspection, 284 
Grain and oil crops, cash receipts from, 
158 

Grain Standards Act, 283 
Grain trading center, 46 
Grange, 38, 48, 49, 87, 202 , 375 
Grass waterways, 309 
Gray, L. G, 296 

Great Plains, 25, 35, 40, 42, 81, 90 
forest land of, 299 
Greenback movement, 48 
Gully erosion, 303 
control of, 310 

H 

Hand tools, 8, 15, 17 
Hatch Act of 1887, 52, 386 
Hawaii, territory added. 32 
Hazards of production, 110 
Hedge fences, 21 
Hibbard, B. H., 13 

Hides and skins, costs of marketing of, 
194 

Highways, 18, 89 
cost of, 284, 285 
History, farm, records of, 335 
Hog-corn ratio, 144 
relation of, to marketing, 145 
Home, farm, 336 
Homestead Act, 15, 32, 91, 386 
Hoosac-Alills Case, 69 
Hoover, Herbert H., 290 
Hoover Commission, 291, 307, 391 
recommendation of, on soil conserva¬ 
tion, 307 
Horsepower, 81 
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Horticultural crops, 4 
Hucksters, 172 

Human aspect of farm life, 6 

I 

Illinois Agricultural Association, 213 
Illinois Public Aid Commission, 283 
Immigration, 13, 25, 45 
Import quota, 221 
Imports, 6, 73, 230, 234-239 
agricultural, 234-239 
competitive, 235, 237-239 
major items, 239 
quantities, 238 
value, 235, 239 
noncompetitive, 235-236 
major items, 236 
quantities, 235 
value, 236 
annual, 112 
complementary, 235 
supplementary, 235-236 
value of, 160 

relation of, to tariff rates, 227 
total, value of, 235 

Improvement, agricultural, 8, 36, 52, 110 
Income, farm, 77-78 

cash receipts, 157-160 
results of soil conservation on, 311— 
312 

(See also Earnings, farm) 

Income levels, of consumers, 124-127 
effect of, on demand, 126 
Income tax, 274, 277, 279, 336, 338 
deductions, 274 
exemptions, 274 
use of records for, 359 
India, 120 

Indian Affairs, Office of, 91 
Indians, 8, 13, 34 

Industrial products, market for, 3, 380 
Industrial raw materials from farms, 379 
Industries, agricultural, 120 
contributions of, to agriculture, 380 
employed labor force in, 379 
growth of, relation of, to agriculture, 
47, 379-381 
infant, 226 

Information, management, sources of, 329 


Inheritance, acquisition by, 319 
Inheritance tax, Illinois, 277, 278 
Inspecting, 163 
Insuring, 165 

Intensity, measures of, 355 
Interdependence of agriculture and other 
groups. 6 

Interest, cost of, 252 

Interests within agriculture, diverse, 68, 
377-378 

International Bank for Reconstruction 
and Development, 239 
International Monetary Fund, 239 
International payments, 223-226 
capital movements in, 224 
gold and currency movements in, 224 
in goods, 223 
in sen-ices, 223 

International trade (see Foreign trade) 
International Trade Organization, 239 
International Wheat Pact, 222 
Interstate Commerce Act of 1887, 38 
Inventory, 340 
Investment, farm, 245-247 
non-real estate, 321 
distribution of, 321 
total. 341 

Investors, interest of, in foreign trade, 218 
Invisible foreign trade, 223 
effect of, 224 
Island of Orleans, 10 

J 

Journals, farm, 329 

K 

Kline, Allan B., 388 
Korea, war in, 2 

L 

Labor, farm, 319 

by kinds of farms, 320 
necessity for skill in, 326 
war emergency, 74 
and management, calculation of earn¬ 
ings of, 351 
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Labor, organized, relation of, to aericul 
ture, 383 

Labor force, agricultural, proportion of 
to total, 379 

employed by industries, 379 
Labor requirements, 17, 37 
Labor schedule, scope of, 327 
Labor unions, indirect effect of, on farm 
costs, 384 

Lake stares, cropland, 298 
forest land, 299 
Land, 319 

and buildings, value per acre of, 260 
disposal of, for revenue, 13 
for settlement, 13 
in farms, 297, 300 
flexibility of, 324 
major uses of, 297-298 
misuse of, 303-305, 
causes of, 305 
cost of, 304 
evidences of, 303 
extent of, 303 
place of, in record, 341 
sales of, cash, 13, 14, 34 
credit, 14 

special uses of, 297, 299 
Land Bank Commissioner, 2 58, 264 
Land boom, 60, 93, 261, 265 
Land capability, 319 
map, 308 

Land classification, 91 
Land-grant colleges, 50-51 
Land grants, 15, 33-34, 38 
for internal improvements, 15 
Land policy, 10-15, 32-35, 90-92, 296, 

386 

(See also Programs, farm) 

Land transfers, voluntary (graph), 261 
Land use, changes in, 313-314 
distribution in, 297-299 
private and public interest in, 305 
trends in, 299-302 
Land-use classification, 324 
Land values, 35, 60, 65, 78 
Large-scale business, advantages of, 383 
Large-scale methods of industry, 100 
Legislation, 4, 67-80, 306 
Lend-lease, 72, 75, 76, 233 
Liabilities of agriculture, 78 
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License, definition of, 272 
marriage, 272 
motor-vehicle, 272 
motor-vehicle-operator, 278 
Livestock, advantages of, 324 
as capital items, 340 
death losses in, 118 
disposition of, 118 
farm slaughter of, 118 
feed requirements of, 324 
flexibility of, 325 
improvement of quality of, 44 
by kinds of farms, 320 
labor requirements of, 325 
and meat, cost of marketing of, 188 
net marketings of, 118 
and products, cash receipts from, 158 
shelter needs of, 325 
trading centers for, 46 
Livestock production, 93, 106 , 108 , 118 , 

298 

annual, 108 
areas of, 19-25, 42-44 
Northeast, 19-20 
Pacific Coast, 25 
South, 22-24 

West and Northwest, 20-22 
duties of operator in, 328 
Loan service, 253 
Loans, agencies for, 254-259 
annual, 259 
budgeted basis of, 252 
characteristics of good, 251-253 
cost of, 252 
crop, 72, 73 
insured, 259 

Land Bank Commissioner, 264 
land-purchase, 259 
length of term of, 251, 261 
long-term, soundness of, 266 
operating, 259 
preference for veterans’, 259 
real estate, by agencies, 266 
use of, 250 
repayment of, 252 
time of maturity of, 252, 262 
United States, effect of, on foreign de¬ 
mand, 60 , 220 , 228 
(See also Credit) 

Lobbies, 99, 104 
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Longhorns, Texas, 44 
Louisiana, 10 
Louisiana Purchase, 10 

M 

Machinery, 8, 15, 36-37, 81-83 
costs of, 325 
maintenance of, 328 
McNary-Haugen bill, 62 
Management, 319 
duties of, 326 
commercial aspects of, 328 
of farm, definition of, 318 
of resources, 318 
integration of business, 329 
sources of infonnation on, 329 
Managerial ability, 326 
Manufacturing industries, number of em¬ 
ployees in, 382 

value added to product of, 382 
Market basket, 179-183 
Market channels, 116 , 120, 168-173 
chickens, 170 
cotton, 173 

livestock and meat, 170 
wheat, 168 
cost of, 180-182 
Market News Service, 174, 283 
Marketing, control of, by state and local 
government, 175 
by cooperatives, 207-208 
development of, 156 
duties oP operator in, 328-329 • 
efficiency of, changes in, 186 
of food products, cost of, 179-190 
functions of, 120 
outlets for, retail, 168 
wholesale, 167 
quotas for, 79 

role of Federal government in, 173-175 
controls, 175 
infonnation, 174 
regulation, 173 
research, 175 
scope of, 157-160 
services in, 160-166, 380 
Marketing agencies, 134, 166-173 
Marketing agreements, 71, 174 
Marketing centers, 46 


Marketing chain, 160 
length of, 186 
Marketing margin, 207 
distribution of, 187-194 
food products, 187-190 
chickens, 189 

flour and bakery products, 187 
livestock and meats, 188 
milk and cheese, 189 
nonfood products, 190-194 
cotton, 191 
hides and skins, 193 
tobacco, 190 
wool, 191 

Markets, farm, for nonfarm groups, 380 

for farm products, 121 
growth of, 25-26, 44-48 
Marshall Plan, 292 

(See also European Recovery Pro¬ 
gram) 

Measures of earnings, 335, 348-359 
(See also Earnings, farm) 

Meat animals, 4 
cash receipts from, 159 
Median income, 125 

Merchants' Exchange of St. Louis, 48 
Mexican Cession, 12 
Mexican territory, 11 , 12 
Mexican War, 12 , 15 
Migration, 35, 365 

Military Assistance Program, 228, 288 
Military bounties, 15 
Milk and cheese, cost of marketing of, 189 
Millers, 121 
graph of, 169 
marketing margins of, 188 
Mississippi River, 10, 19 , 24 
Mississippi Valley, 44 
Mobility of population, 365 
Morrill Act of 1862, 33, 50, 386 
Mortgage, chattel, 256 
real estate, 258 
Mortgage debt, 61 , 265 
‘Most-favored-nation" clause, 227 
Mountain region, cropland, 298 
forest land, 299 
Mulching, 310 
stubble, 310 
Mules, 43, 81 
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Napoleon, 10 
Napoleonic War, 146 
National Association of Cooperatives, 211 
National City Bank of New York, 382 
National Container Committee, 164 
National Council of Farmer Cooperatives. 
211 

National debt, 13 

National defense, cost of (graph), 287 
National farm loan associations, 210 , 254, 
263 

National forests, 282 
National Grange (see Grange) 

National history, periods, 5 
1776-1860, 5, 8-30 
1860-1914, 5, 31-55 
1914-1950, 5, 56-97 

National interest and agriculture, 7, 389 
National welfare, 392 
Nationalism, economic, 220 
Nature of farming, 100 
Net worth statement, 251, 337 
New York Barge Canal, 90 
New York Produce Exchange, 48 
Normal value, definition of, 253, 264 
Northeast region, cropland, 298 
forest land, 299 

Northern plains region, cropland, 297 
Nourse, E. G., 59, 69 
Nutrition, adequate, basis of, 127 
Nuts (see Fruits and nuts) 

O 

Objective of study, 5 
Office of Experiment Stations, 52 
Office of Indian Affairs, 91 
Ohio Company, 13 
Operation, farm, 327-329 

duties of operators, 327-328 
guide for, 336 

measures of efficiency for, 355-358 
relations of, with outside agencies, 

328 

Order buyers, 170 
Oregon territory, 12 
Organization, corporate form of, 381 
farm, 323-327 


Organization, farm, alternative plans for 
326 

buildings, 325 
evaluation of, 335 
labor, 326 
land, 324 
livestock, 324-325 
machinery, 325 
managerial ability, 326 
measures of, 353-354 
resources of, 323 
Organizations of farmers, 5 
American Farm Bureau Federation, 88- 
89 

American Society of Equity, 49 
Farmers’ Alliance, 49 
Farmers’ Union, 49, 87 
Grange, 49, 87 
social contribution of, 375 
Outlook, agricultural, 85, 111 , 146, 150 
Ovcrchurchcd situation, causes of, 373 
results of, 373 
Overgrazing, 310, 313 
Ownership, farm, 6, 32, 94, 100 
Oxen, 8, 21 

P 

Pacific region, cropland, 298 
forest land, 299 
Packaging, 164 

Packers and Stockyards Act, 174, 283 
Packing plants, 170-171 
Panic, business, 141 
Parity, 67, 70, 73, 79, 80, 151-152 
and adjusted base price, 152 
definition of, 151 
Partnership, 198 
Pasture area, 297-298 
Patronage refunds, 199 
Patterns, farm, 319 
People, farm, welfare of, 392 
Perishable Agricultural Commodities Act, 

174 

Permanent abundance, 71 
Philippine Islands, 32 
Plantation system, 8, 24 
Policies, farm (see Programs, farm) 

Pond management, 310 
Population (graph), 363 
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Population, farm, 130, 362-366 
age composition of, 365 
geographical distribution of, 363 
migration of, 365 
proportion of, to total, 362-363 
sex composition of, 365 
trend in birth rates of, 364 
growth of, 25-26, 44-46, 130, 362 
and immigration, 45 
migration of, age groups in, 365 
effect on, of depression, 365 
of World War II, 365 
gain to cities in, 365 
sex differences in. 365 
nonagricultural, classification of, 379 
rural nonfarm, 362-363 
total, 130 
urban, 362 

Pork-packing centers, 22, 46 

Poultry and eggs, cash receipts from, 159 

Power, farm, 43, 82-83 

effect of changes in, on crop acre¬ 
age, 82 

horses and mules, 43 
acreage to provide feed for, 44 
(See also Machinery; Tractors) 
Prairies, 21, 296 
Precipitation, annual, 301 
Preemption Act of 1841, 14, 32, 33 
Preferential treatment, 221 
Prepackaging, 183 
Pressure groups, 293, 386 
Price ceilings, 73, 75, 139, 150 
Price changes, effect of, on loans, 261 
types of, 140-148 
cyclical, 143 
general-level, 146-148 
irregular, 141 
joint-action, 148 
seasonal, 141 
short-time, 140 
Price controls, 75, 76, 141 
Price levels and credit, 259 
Price-support programs, 228 
Price supports, 139, 150 
effect of, on foreign trade, 222 
flexible, 79 

Prices, character of, 134-139 
definition of, 134 
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Prices, farm products, 60-61, 65, 68, 77 
collapse of, 1920-1921, 61-62 
flexible, 138, 146 
function of, 5 

general level of. 48, 56, 140, 148 
governmental action on, 150 
paid by farmers, 149 
parity, 151-152 

received by farmers, 3, 38, 149 
retail, of food products, 185 
market basket, 183 
rigid, 139, 146 
sticky, 138 
support for, 73 

Problems of agriculture, progress on, 389- 
394 

Processing, 163 
amount and cost of. 186 
Processing taxes. 67, 69 
Producers, interest of, in foreign trade, 
218 

Production, definition of, 105, 157 
farm, adjustment by legislation of, 110 
basis of. 100 
characteristics of, 98-111 
cooperative activity, 209 
crop, area in, 297-298 
disposition of, 116-120 

increase in, 110 
livestock, 298 

(See also Livestock) 
problems of, 104 
role of government in, 104 
stability of, 106, 109 
basis for, 109 
use of credit in, 250 
Production credit, 254-256 
Production Credit Association, 210 
Production Credit Corporation, 210 , 254, 
263 

Production goals, 73 
Production and Marketing Administra¬ 
tion (PMA), 173, 174, 329, 391 
Products, farm, consumed by family, 345 
retail trade in, 168 
sales of, 116-118 
use of, on farm, 116-118 
wholesale trade in, 167 
Programs, farm, 2, 386-394 
criteria for judging, 391-394 
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Programs, general, 391-394 
alternatives, 393 
cost, 393 
merit, 393 
nature, 393 
objectives, 391 
techniques, 392-394 
objectives of, 387-388 
vs. practices, 389 
proposals for, 392 
requirements of, 2 
techniques of, choices under, 392-394 
trends in, 387-388 
Property tax, 289, 292 
faults of, 279 

Proprietorship, individual, 198 
Prosperous era, 4 
Protective foods, 126 
Public debt, 148 
Public domain, 10 
disposition of, 13-15, 34 
Public finance, 272 
Public interest vs. pressure groups, 386 
Public Land Office, 13 
Public lands, 307 
Public welfare, 389 
Puerto Rico, territory added, 32 
Purchase of farm, considerations in, 320, 
322 

Purchases, 340 
Purchasing power, 67, 123 
Purnell Act of 1925, 85 

Q 

Quick-freezing, 163, 183 
Quota, import, 221 

R 

Railway mileage, 37 
Railways, 19, 37, 89 
Rainfall, annual, 301 
Range areas, 377 
Rate earned, calculation of, 351 
Real estate loans by agencies, 266 
Real estate taxes, indexes of, 289 
Reaper, 16, 21, 27, 36 
Receipt items, classification of, 340 
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Receipts, farm, and expenses, cash record 
of, 338, 340 
gross, 350 

Reciprocal trade agreements, 227-229, 241 
Reclamation Act, 34 
Records of farm, basis of valuation of 
items in, 343 

business vs. personal items, 336 
feed, 345, 356 
feeds, check sheet of, 346 
financial, on sample farm, 349 
kinds of, 336-339 
cash receipts and expenses, 338 
complete-cost, 339 
double-entry, 339 

inventory and net worth statement, 
336-338 

single-entry, 338 
limited character of, 335 
purpose of, 335-336 
single-entry, organization of, 339-347 
accounts, capital, 341 
cash, 340 

inventory, 339-340 
supplementary, 344-347 
supplementary, 344 
on sample farm, 350 
use of, 347-359 
for income-tax returns, 359 
Rectangular survey, 13 
Regional Agricultural Credit Corpora¬ 
tion, 263 

Regional agricultural laboratories, 70 
Relationships of agriculture, 379-394 
within agriculture, 377-378 
to business groups, 379-383, 390 
to consumers, 384-385, 390 
farm to outside agencies, 4 
to government, 386-394 
to organized labor, 384 
Relief, cost of, 284-286 
Religion, objectives of, 372 
Religious influence in rural vs. urban 
groups, 372 

Rented farm, opportunity to improve, 322 
Renting, advantages of, 320-322 
Reorganization, school, 292 
Reproduction rate, 364 
Republic of Texas, 11 
Research, 52, 86 
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Research, results of, 110 
Research and Marketing Act of 1946, 
85, 175 

Resettlement Administration, 94 
Resources, of farmer, 6, 318 
financial, 6 

natural, exploitation of, 90, 91, 296, 
300-302 
use of, 392 
waste of, 302 

Retail outlets, marketing, 168 
Retailers’ margin, 187, 189. 191-194 
Retaliatory measures, 223 
Revolutionary War, 8, 10. 12 
effect of, on agriculture, 8 
Risk bearing, 165 
Road building, 18, 26, 38 
Rochdale cooperative, 200-201 
Role of government, as creditor nation, 
227 

in marketing, 173-175 
on prices, 150 
Roller process, 36 
Rotations. 20, 305, 309, 324 
Rural churches, 372-374 
function of, 374 

number of, related to population, 373 
as social institutions, 373 
Rural community, 368-369 
facilities of, 368 

Rural Electrification Administration, 83 

Rural schools, 369-372 

Rural sociology, 83 

Rural vs. urban modes of life, 367 

S 

Sales, farm records of, 340 
Sample farm, analysis of, 358 
financial record on, 349 
Scalpers, 170 

School districts, 273, 278, 292 
administrative, 370 
dual system of, 370 
School-lunch program, 71 
School reorganization, 292 
resistance to, 371 
results of, 372 
Schools, rural, 6, 369-372 
attendance areas of, 370 


Schools, rural, district, 370 
one-room, 370-371 
cost of, 292 
limitations of, 370 
trends in organization of, 371-372 
Score card, farm, 322 
Sectionalism, 28 
Security, 3 

Selective Service System, 73 
deferment for agricultural workers, 74 
Self-sufficient farming, 8, 25, 103 
Selling, buying and, 160 
Services, marketing, 5, 160-166 
Settlers, 8, 35 
Sheep raising, 22, 43 
Sheet erosion, 303 
Shelter belts, 310 
Short-grass area, 300, 302 
Shrub vegetation, area of, 300 
Size, of farm, 103, 323 
of unit, agriculture vs. industry, 381- 
383 

Slave labor, use of, 8, 17, 24, 32 
Slaves, value of, 17 
Small loan companies, 256, 263 
Smith-Hughes Vocational Education Act 
of 1917, 83, 375. 386 
Smith-Lever Extension Act of 1914, 84. 
386 

Smoot-Hawley Tariff of 1930, 226, 22/ 
Social contributions, of farmers’ organiza¬ 
tions, 375 

of rural churches, 374 
Social control in agriculture, 67-80 
Social functions of farm vs. urban fami¬ 
lies, 366 

Social security tax, 276 
Sod shanties, 33 
Soil conservation, 306-313, 392 
districts, 209 

(See also Conservation, soil) 

Soil Conservation and Domestic Allot¬ 
ment Act of 1936, 69, 150 
Soil Conservation Service, 91 
Soil-conserving crops, 69, 111 , 306 
Soil-depleting crops, 69, 111, 306 
Soil depletion, 20, 22, 24 
by erosion, 302-303 
Soils, 4 
Sorting, 162 
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Southeast region, cropland, 298 
Southern plains, cropland, 298 
Special districts, 273, 278 
Specialization, 4, 20, 39 

agricultural vs. industrial, 100 
regional, 219 

Spending habits of government, 6, 292 
293 

Split incomes, husbands and wives, 274 
Squatters, 14, 32 
Squeeze, price, 2, 139 
Stability, 3 
of production, 110 
Stabilization Act, 73, 150 
Stabilization operations. Federal Farm 
Board, 66 

Stamp plan, cotton, 71 
food, 71 

Standardizing, 162 
Standards, farm, for comparison, 347 
for farm products, 174-175 
Federal, use of, in government buying, 
163 

State aid to education, 283 
State grading and inspection, 162 
State marketing activities, 175-176 
State tax, property, 277 
State taxing units, 273 
State trading, 222 
Steamboat, 18 
Steel plow, 21 
Stock-market crash, 63 
Stocks, government, 2, 228 
Stockyards company, 170 
Storage, 135, 142 
Storage periods, 123, 164 
Storing, 164 
Strip cropping, 309, 313 
Subsidies, 73, 75 
export, 221 

Sumption, Merle R., 371 
Supply, annual, 111-113, 134 
market, 136 
Supply schedule, 137 
Support, agricultural, basis for, 387 
Support prices, 73 

Support programs, trends in, 387-388 
results of, 388 
(See also Programs, farm) 

Surpluses, 2, 240, 314 


Survey of Consumer Finances, 1948, 125 
Survey, rectangular, 13 
Swamplands, 15 
Symmes Company, 13 
Systems of farming, 330 

T 

Tail-grass area, 300 
Tariff, 62, 150, 221, 226, 272 
Tariff Act of 1930, 227, 237 
Tariff Act of 1934, 228 
Tariff basket clauses, 237 
Tariff rates, 229 
as related to imports, 227 
Tate, H. Clay, 369 

Tax collections. Federal, by source, 275 
by government units, 275, 278, 281 
Illinois, by source, 278 
local, by source, 279 
per capita, 281 
state, by source, 278 
Tax-rate sheets, 279 
Tax rates, graduated, 274 
Tax units and branches of government, 
273 

Taxation, 147 

Taxation services, of Federal government, 
281-282 

of local government, 284-285 
of state governments, 283-284 
Taxes, basis of shifting, 280 
benefits from, 281 
burden of, 3, 62, 372 
in number of workdays required for 
payment of, 290 
definition of, 272 
farm, 94 
hidden, 271, 280 
margarine, repeal of, 378 
nature of, 271-272 
paid by farmers, 273-281 
Federal, 274-276 
estate, 276 
excise, 274-275 
gift, 276 
income, 274 
social security, 276 
local. 278-280 * 
property, 279 
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Taxes, paid by farmers, state, 276-277 
excise, 276 
income, 277 
motor-vehicle, 277 
other, 277 
sales, 276 

real estate, indexes of, 289 
reduction of, means of, 290-291 
Taxpayer, 272 

interest of, in foreign trade, 218 
Taylor Grazing Act of 1933, 306 
Technological developments, 86, 98, 302, 
381 

Tenancy, 35, 94, 248, 305, 321 
advantages of, 320-322 
as means of acquiring land, 248 
relation of, to credit, 248 
to erosion, 305 
Terrace outlets, 309 
Terracing, 309 
Territory, accessions of, 11 
Texas annexation and purchase, 11, 12 
Threshing machine, 16 
Timber Culture Act, 33 
Timber Cutting Act, 33 
Timber and Stone Act, 33 
Title to property, 258 
Title-retaining note, 256 
Tobacco, cash receipts from, 158 
cost of marketing, 190 
market center for, 46 
Tolley, H. R., 113 
Townships as taxing units, 273, 278 
Tractors, 37, 81 

(See also Machinery) 

Trade (see Foreign trade) 

Trade agreements, 227 
bilateral, 221 
reciprocal, 227-229, 241 
Trade Agreements Act, 227 
Transportation, lg-19, 37-39, 89-90, 156 
canals, 18, 39 
highways, 18, 89 
railways, 19, 37, 89 
requirements of, 162 
rivers, 18, 39, 90 
Transporting, 161 
Treadmill, 16 

Truck crops, cash receipts from, 158 
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Trucks, percent of farm products moved 
by, 161 

Turnpikes, 18, 89 
Types of fanning, 33(3-332 
distribution of, 331 
major, United States (graph), 330 

U 

Underprivileged farmers, 103, 378 
Unfair practices, prevention of, 174 
Unit, individual farm, 318 
United Nations, 2 

United Nations Relief and Rehabilita¬ 
tion Administration (UNRRA) 76, 
131. 228, 233 

U.S. Department of Agriculture, 51-52, 
105, 124, 151. 157, 175, 282, 390-391 
given cabinet status, 51 
organization of, 52 
reorganization of, proposed, 391 
\JS. Department of Labor, 124 
US. Geological Survey, 34 
United States Grain Standards Act of 
1916, 162 

United States Warehouse Act, 174 
Units of government, 273 

V 

V'alue of land and buildings per acre, 260 
graph, 261 

Vegetation, native, 299-300 
graph. 9 

Veterans, bonus payments to, 288 
Veterinary science, 4 
Victory-garden program, 74 
Village trade center, 368 
Visible foreign trade, 223 
Vocational agriculture, 83 
Volume, measures of, 354-355 

W 

Wallace, Henry A., 71 
Wants, satisfaction of, 123 
War of 1812, 146 
War economy, 2 
War measures, 73 
Warehouse Act, 283 
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Wars, cost of, 281, 286 
effects of, on agriculture, 58, 59, 302 
Washington, George, 305 
Water erosion, 302 

U ca knesses in farm business, correction 
of, 359 

Weather bureau, 282, 386 
Welfare of farmer, 4, 247, 318 
in relation, to incomes, 283 
to prices, 149 
Welfare services, 283 
Wells, O. V., 394 
Western lands, 18 
cession of, 10 
disposition of, 13 
Westward movement, 35 
Wheat Belt, 41, 377 
Wheat Pact, International, 222 
Wholesale outlets, marketing, 167 
Wilderness, 8 
Wind erosion, 302 
Windbreaks, 310 
Withdrawal Act of 1910, 34 


Wool, costs of marketing of, 191 
market center for, 46 

Workers, farm, number of, related to 
consumers, 381 

World War I, 37, 58, 83, 84, 106 , 146 , 
H7, 219, 226, 230, 265, 286, 287 
cost of, 286 (graph), 287 
effects of, 59 

World War II, 4, 58, 71, 72, 83, 85, 106, 
112, 129, 146, 147, 170, 230, 265, 286, 
287, 300 
cost of, 286 
graph of, 287 

effects of, on agriculture, 72-78 
Y 

Yield index, crop, 356 

' iclds, basis of measuring, 347 
of leading crops, 107 

Z 

Zoning, rural, 314 
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